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OUTLINE OF FARM LOAN ACT 


I] E Rural Credit Act provides for the creation of twelve Federal 
Land Banks and permits the establishment of any number of joint- 
stock land banks for the purpose of making loans at a reasonable 

rate of interest, for long periods of time, on farm lands. 

A Federal Farm Loan Board has complete control over these banks. 

Twelve Federal Land Banks are provided, one in each of 12 districts 
into which the country will be divided. These banks are. empowered to 
lend on first mortgages on farm lands in amounts of $100 to $10,000 for 
approved purposes. The loans are to be made through farm loan associa- 
tions and agents. No loan may be made for more than 50 per cent of the 
value of the land mortgaged and 20 per cent of the value of the permanent 
insured improvements upon it. 

National Farm Loan <Associations—loeal organizations composed exclu- 
sively of borrowers—are authorized. These associations must be stock- 
holders in the land banks in proportion to the amount their members wish 
to borrow. Eventually all stock in the Federal land banks will be owned 
exclusively by these associations. 

A reasonable interest rate is established. The act prohibits the Federal 
Land Banks from charging more than 6 per cent on any mortgage, or 
requiring fees not approved by the Farm Loan Board. 

The borrowers will share in the net profits of the bank because they 
are stockholders. It is contemplated that ultimately the borrowers will be 
the only stockholders. 
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Long term loans are provided by authorizing mortgages for periods of 
from 5 up to 40 years. 

Small annual or semi-annual payments on the principal are made a 
required feature of all mortgages. 


Joint-stock land banks are authorized. They are corporations for 


carrying on the business of lending on farm mortgage security and issuing 


farm loan bonds. They are to be under the supervision of the Farm Loan 
Board, but the Government will not invest in them. Subject to geographical 
limitations and subject to the 50 per cent and 20 per cent limitation, these 
banks can lend to an individual any amount they wish, and for any purpose, 
They can not charge an interest rate exceeding 6 per cent and such rate 
must not exceed by more than 1 per cent the interest they have paid on 
their last issue of bonds. Their mortgages, however. must provide for 
amortization payments. These banks ave prohibited from charging, under 
any pretext, fees or commissions other than those authorized by the Act. 

It is exceedingly unfortunate that this rural credit measure attracted 
so little attention before it became a law on July 17. Such a measure 
should have had more mature consideration by others than the legislators. 
Because the measure concerned few outside of agricultural classes it 
seemed impossible to stir up interest. Since its passage, however, more 
attention has been given the measure. The weakness and demerits of the 
rural credit system appear to stand out with more glaring effect than 
before. Obviously as it stands it represents class legislation that can only 
be excused on the ground of political exigencies, if this can be an excuse 
for so important an economic measure. That the United States Government 
should be committing itself to an outlay of $9,000,000, without interest, to 
supply capital for the land banks, should it not be forthcoming from the 
public, has already been pointed out here as fundamentally wrong. That 
the salaries of the Farm Loan Board and all the expenses of the board 
and its staff of appraisers and aids are to be paid permanently out of the 
Treasury of the United States and that the land banks and the eapital 
invested in land bonds should be exempted from taxation are further 
instances of the paternalistie feature of this new law. 

This rural credit or farm loan act has been modeled after the pattern 
of the Federal reserve law, but it differs very widely from it in respect 
that in the latter case success has been arbitrarily afforded by compelling 
support on the part of the national banks. In the case of the rural credits 
law the Government is appealing for the sunport of the public and the 
farmers, and success under the circumstances is very doubtful. It is because 
of this feature that the special and unusual privileges have been extended. 
Obviously if the system really has merit it should be a suecess without 
privileges or arbitrary stimulant. 

Some of the defeets and bad features pointed out by leading bankers 
are many. The framers of the measure apparently believe that the farmers’ 
needs are so pressing that there will be a rush to organize these associations. 
Time will show whether the farmers who are eligible under the terms of 
the aet will promptly take steps to utilize it. A large proportion of such 
farmers already have mortgages outstanding, and must pay them off 
according to their terms. Furthermore, they may be disposed to wait and 





EDITORIAL 


see What advantage will be gained by shifting their loans to the new 
system. In the older states, where the common rate on farm loans is 5’to 6 
per cent, it is not clear that there will be any inducement to early action. 

But there is a feature that seems objectionable. Although the law 
permits different interest rates for different localities, the banks are 
practically put on the same credit basis by the provision which makes them 
all responsible for each other’s obligations. There are states in which 
climatic conditions make crops more uncertain than in other states, and 
mterest rates are higher there, partly on that account and partly because 
the communities are new, local capital is relativelf? scarce, and the popula- 
tion is not so well able to go through a crop failure. In these states interest 
rates are naturally higher than in states where crop failure is unknown 
and local capital is in good supply. Under this system the latter states 
will lend their credit to the former. 

Whether this will work out satisfactorily depends very largely upon 
how carefully loans are made in the new and uncertain localities. One 
commentator remarks that it is within the memory of men when millions 
of savings belonging to the eastern states were lost in loans upon western 
farm lands. This system would have gone to smash then. Conditions are 
better now, and it is inconceivable that any portion of the country should 
ever again pass through such an experience as that. But the principle of 
inaking a land bank in one part of the country guarantee the loans made 
by a land bank in another part of the country is questionable. This feature 
of the plan savors too much of the guaranty of deposits. It is good to 
help everybody to have the benefit of all the credit to which he is entitled, 
but it is doubtful policy to help one with cost or risk to another. 


ENTERTAINING THE AMERICAN BANKERS 


I] E time has almost arrived when Kansas City will prove her ability 
to act as hostess. It is estimated that when the gavel is sounde 
for the opening sessions of the convention of the American Bankers’ 

Association, Sept. 25, there will be not far from 4,000 visitors in Kansas 
City as a direct result of that convention. And Kansas City is prepared 
to make the visit of the multitude an enjoyable one. She has been planning 
and arranging for almost a vear—ever since the convention was awarded 
to the city’s representatives at the 1915 gathering. The planning has not 


been confined to any particular element, but all organizations in the city 
have got behind the work in hand and as a result the pilgrims will receive 
a rousing welcome. 


Kansas City is well able to entertain this vast gathering. She has had 
considerable experience and has been hostess to all classes of conventions— 
and she has entertained well. Furthermore Kansas City has the facilities. 
The city is rich in points of interest. Sightseers will find a wealth of 
beautiful spots. 

Trains will carry the visitors from all parts of the country and it is 
said that the attendance will surpass all previous reeords. Arrangements 
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have been made whereby this vast number of people will not feel sorry they 
took the trip. A program has been arranged looking toward the enlight- 
ening of the gathering on many principal topies of the day. Men of world 
renown have assented to speak on these subjeets and the audience will 
join in the discussion that naturally will follow. The result will be a better 
understanding of the position taken by the defenders or opponents of a 
question. In consequence a_ better feeling will develop—bankers will 
e0-operate. 


At last year’s convention the National Bank Section came into being. 
This year a section devoted to the interests of the state banking institutions 
will be born. These sections are big steps in the right direction. They are 
organized for the mutual benefit of the institutions they embody and only 
the questions having a direct bearing upon their daily functions are dis- 
cussed. Thus, after a discussion, steps can be taken for a readjustment of 


any unfavorable conditions and a large area is represented as the members 
are seattered throughout the United States. Our banking system benefits. 

All these things are mentioned merely to point out the good that can 
be accomplished at a well conducted gathering of banking forces. When 
the convention is well regulated a great good is done. Both the host and 
the guest profit. Kansas City has been prepared for this for a long time 
and much good should grow out of the 1916 meeting. 

It should be pointed out, however, that these events are not all cut- 
and-dried affairs. Attention is given to the lighter side as well—entertain- 
ment. Elaborate preparations have been made by the various committees— 
about twenty of which were needed—and none worked harder than the 
group having in charge the social welfare of Kansas City’s guests. Fune- 
tions have been arranged, athletic events, and in fact every taste has been 
catered to. 

When all things are considered it can be safely said that the 1916 
convention of the American Bankers’ Association will be one of the most 
successful in the history of the association, for all parties concerned and 
trom every standpoint. 


ANOTHER STATE BANKERS’ ASSOCIATION TAKES 
OFFICIAL ACTION 


Following the example set by a number of other State Associations, the 
Illinois Bankers’ Association has appointed the Rand-MeNally Bankers’ Direc- 
tory as the Official Bankers’ Directory for that Association. 

This action was taken without solicitation on the part of the publishers. 

In this way, the Association sets its mark of approval upon what it knows 
to be an honest product and is acting in an advisory capacity to its members. 
A number of other associations are considering this same action at an early date. 





THE GOLD-CREDIT CRISIS TO 
FOLLOW THE WAR 


BY CHARLES W. STEVENSON 


(Article Five) 


E HAVE tried to indicate in these articles that the gold 
standard is a result of commercial experience and that it is 
independent of the gold stock; that the possible suspension 
of gold payments by the world’s great banks depends upon 

the rapid resumption after the war of a general world-commerce and the 
international banking devices which financial genius may invent to facilitate 
clearings of indebtedness and by a gain of time minimizing the strain on 
the world’s stock of gold; that the true conservation of gold by any nation 
is a conservation of use and not of amount; and that while statistics are 
of little avail in determining the amount of the world’s gold stocks, there 
is probably a larger amount than the highest figures indicate and that the 
demand will convert a considerable portion of this into coinage to support 
an eniarged credit. 

It is this gold-ecredit crisis which is the important issue of the next 
quarter century. The nations at war are piling up colossal debts that must 
be paid or repudiated. They are destroying at an alarming rate the prop- 
erty values that in the last analysis secure these debts. And they are 
mortgaging a diminished energy and earning power for generations to 
come. How a series of crises, attacking first one nation and then another, 
may be avoided, when the readjustment comes, is not clear. But as far 
as gold is concerned it will depend more upon its use than upon its amount. 
It is neither the amount of gold nor the amount of credit, but their relations 
to each other which is the profound study of the time. 

The volume of credit does not depend alone upon a gold base, though 
certain forms of eurreney do, currency being itself one form of credit. 
This credit currency so closely allied to gold is useful to a people for the 
smaller domestic transactions of trade, but with banking advaneed to its 
present perfection in every civilized nation the vast volume of money is 
the money the people make for themselves by means of checks and drafts 
based on deposits or book-credits in the banks, and this under the system 
is only secondarily connected with the gold base or gold stock. 

Alarm over the possible insufficiency of gold to meet the growing volume 
of trade has more than once been felt in the world. And at this time it 
has caused a riot of argument and speculation. We have had one supreme 
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test of its falsity in the United States. All are agreed now that the dire 
predictions made by free-silver advocates in 1896 came to naught. 





There 
was a feeble attempt by some of silver’s defeated champions to show that 
the increase in trade, the rises in prices, which followed the great political 
discussion were due to an inerease of the gold ‘stocks. But the people 
having been fooled once with the quantitative theory would not listen and 
the talk soon died out. 























The Gold Stock a Small Influence on Prosperity 


For the facts are indisputable that a mere plethora of gold does not 
produce prosperity and that the swelling waves of credit do not depend, 
save in a negligible degree, upon the gold stock. Yet there was sincere 
alarm in the United States upon the demonitization of silver. To quote 
an outside and unprejudiced writer, de Lavelaye said in 1881: ‘It becomes 
every day more evident that the dream of using gold alone as universal 
money is a mere impossibility. The two precious metals, gold and silver, 
are not even sufficient for the rapidly growing wants of trade and luxury 
throughout the world.’’ 





























And not only is this his own opinion, but he introduces as confirmative 
argument the opinion of Suess as follows: ‘‘From all these facets Dr. Suess 
coneludes that the desire to make everywhere gold the only coinage, to the 








exclusion of silver, is pure madness. Geology opposes it. There does not 





exist in the world gold enough for that purpose. The true money metal is 








silver. Locke was right in saying ‘Silver is the instrument and measure 
of commerce in all the civilized and trading parts of the world ;’ and Bagehot 
expressed the same opinion before the Silver Commission of 1876 (Question 
1,389): ‘Silver is the normal curreney of the world.’ ”’ 














The Absence of Silver Not Appreciable in General Trade 


And yet after the demonitization of silver credits rose enormously in 
volume, prices and wages advanced, industry and commerce flourished. 
And there was never any dearth of small money among the people for 
their daily transactions, although the gold for the most part remained in 
the banks, until these credits having reached the breaking point, the con- 











sequent fall in the prices of securities created a panie which closed the 
banks temporarily in 1893 and 1907. And this demonstrates that even the 
bank note, issuing and retiring upon the needs of the people, depends in 
part only on the gold stocks, while the cheek-credit money is based almost 
wholly upon the volume and momentum of business, or upon individual 
bank-credits, and is almost entirely independent of the gold base as to its 
amount. By this instrumentality of banks the people are able to make 
their own money and to write it in amounts to suit themselves. And, as 
witness the world’s clearings, in normal times this check money bears little 
relation to the gold stock, and is in its very nature little dependent upon it. 

Yet it is just this relation which gives us pause, for, once it is abrogated, 
banks become ineffective, cease to function, and gold stock and bank notes 
are of no avail. The future use of gold, and by use is meant service, depends 
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therefore upon the operation of banks and the support they receive from 
the people. 


lf the latter continue their deposits, depostts which are credits 
based on unrealized energy and unconverted property, under any and all 


circumstances of stress which may ensue, the amount of gold in the world 
will make very little difference to the domestic trade of any of the nations 
at war. If after multiplying these credits in banks, they suddenly demand 
their payment in coin and curreney, they cut off their only means of continn- 
ing business. 


World Commerce Largely Independent of the Gold Stock 


Nor does the principle change materially when the vision is enlarged toa 
international credits arising out of commerce. Even the placq where the 
gold stock is lodged does not predicate prosperity or a constancy of com- 
merece upon which the mutual good of foreign exchange of goods and 
commodities depends. 

According to a series of Financial Diagrams compiled by <A. Piatt 
Andrews for the National Monetary Commission (see Senate Documents 
61st Congress, vol. 23), a statement of the average gold holdings of the 
Reichsbank, Bank of England, Bank of France, and United States Treasury, 
is made, for the years 1878 to 1909 inelusive, from which interesting 
comparisons may be made. At no time during this period did the average 
gold holdings of the Reichsbank or Bank of England rise above 200 
millions, except that in 1896 the Bank of England held above 210 mil- 
lions, its largest holding for any vear of the peried; in 1909 the Reichsbank 
held above 190 millions, the Bank of England less than 185 millions. In 
1878 all were below the 200-million mark, France leading with a little less 
than 190 millions, the United States Treasury having about 130 millions, 
Bank of England less than 120 millions and the Reiehsbank a little less 
than 50 millions. By 1888 all had risen (except the Bank of England, 
which then held a little the rise of 100 millions), Reiehsbank above 145 
millions, F'ranee less than 210 millions, U. S. Treasury 320 millions. From 
this year to 1895 the U. S. Treasury declined to the low point of less than 
140 millions; France led all, with above 390 millions; Bank of England 
less than 190 millions; Reichsbank above 165 millions. And from this point, 
with some recessions the Bank of France rose to about 705 millions in 
1909, while the United States Treasury with yearly accelerations of inerease, 
rose steadily to above 1,040 millions for 1909, the highest of all, the 
Reichsbank and Bank of England, as stated, remaining below 200 millions. 


The Table of Imports and Exports 


Yet, by another chart, same volume, plate No. 17, we find that from 
about the middle of 1878 to the early part of 1882 we had net imports of 
gold, but at no time exceeding 80 millions per annum; although beginninz 
in the first half of 1875 our net exports increased rapidly, running down 
to the 300 millions point in 1878 and diminishing thence to 1882, when at 
about the middle of the year the 20 millions point was reached. From 
the beginning of 1883, with small and varying degree we imported gold 
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to about the beginning of 1888, when with a somewhat larger and varying 
degree we exported gold to the beginning of 1896, but never to exceed 
80 millions per year, thence with the exception of 1904, when we exported 
gold not to exceed 40 millions annually, we imported gold, in 1896 above 
90 millions, in 1898 above 140 millions and in 1906-7 running as high as 


above 100 millions, and declining thence to an export of about 90 millions 
in 1909. 


Comparison of Merchandise Exports and Gold Imports 


But, beginning with a low point in 1895, as other tables show, our 
net exports of merchandise rose to the 620 millions point in 1898; declined 
to the 470 millions point in 1899; increased to the 650 millions point in 
1900; declined to 390 millions in 1902; increasing by varying degree to the 
high point of 640 millions in 1908; thence declining rapidly to the 250 
millions point in 1909. Showing significantly that during the twelve years 
when we were increasing our stock of gold rapidly our net imports thereof, 
measured by annual average millions, was small by comparison; and more 
than this, practically insignificant compared to the large volume of our 
net exports of merchandise during the same period. 

From such a statement we cannot argue that exports of merchandise 
alone will bring us gold. And far less can we argue that domestic credit 
responds either to foreign importations to the gold stock, or depends, by 
any accurate and commensurate ratio, to the gold stock; for during the 
very years when our gold stock was advancing steadily and rapidly, in 
the very midst of that period, credit was so strained that securities in 
the year preceding the suspension of 1907 decreased in value over three 
billions of dollars. Commerce makes its own laws. Credit grows by what 
it feeds on. Expansion and contraction are due to influences more pow- 
erful than the amount of the gold stock. Gold is servant, not master, 
everywhere. 


Maintaining Deposits for Check Money 


We need a certain amount of gold in the banks to base a banknote upon 
and help pay deposits. But when it is attempted to draw hard and fast 
rules as to reserves, the amount, unless upon a sliding seale, is scarcely 
determinable. But if the bank is free, it ean by a pledging of credits, 
furnish forth an emergency currency, which suffices the needs of current 
domestic trade, and under normal conditions, thus maintains the deposits, 
which the people, by the mere act of writing a check, convert into money. 
And international banking, to a degree, will do this for nations. 

We repeat this statement, made earlier in these articles, for the purpose 
of emphasizing the fact that the efforts to avoid a gold war, if such a thing 
really can ensue, lie really in the adjustments of credit-forms of money by 
the banks in the interest of the freedom of trades, both domestic and 
foreign; and not in an attempt to send gold where it does not naturally go, 
or even to unduly increase the stocks or the holdings. To sell securities to 
buy gold abroad only interferes with the proper form and flow of credit. 
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Upon gold so acquired no banknote can be safely issued; and since gold 
in its appearance bears little relation to periods of cemmercial expansjon 


and contraction it cannot be ‘regarded as a powerful factor in relation 
thereto. If, as some argue, a surplus stock (and who can say when there 
is a surplus) of gold invites to expansion in trade and eredit arising out 
of trade industry and improvements, then rather than inflation, it had 
better go abroad. The fact is, trade, industry, commerce and improve- 
ments, themselves invite a eredit-expansion, which must sometimes reach a 
maximum in amount and momentum and recede, often disastrously. The 
amount of gold stock of a nation does not cause this, but on the contrary 
in the hands of bankers under our system may exercise some measure of 
control over it. Banks do not loan their customers’ gold but their custom- 
ers’ credits. And in any event they do not loan either gold, banknotes or 
their customers’ credits unless sound measures of trade demand it. And 
it may be doubted whether any law or act can control the flow of gold 
unless it control commerce. 


The Solution Lies in Bank Credits 


It has often been said that the discovery of a mountain of free gold 
would do away with its use, but would it?) Would that destroy the stand- 
ard? Would the stock inflate credits in proportion to the amount produced ¢ 
It is not possible. Gold would still be servant, not master. But when two 
servants contend as to their individual rights to a mastery that neither 
possesses there is confusion and neither is efficient. So that credits and 
banks and the incidental relation of gold thereto must solve these problems 
of the future. 

Although it may be true that, in part, the subsequent facts contradicted 
scientific prophecies of those who lamented over the paucity of the stock 
and the establishment of the gold standard in the United States and the 
world, neither fact nor theory can explain the continued increase of trade 
in the world.. How worse than futile it was to say: ‘‘In proportion as 
the people become wealthy and industrious, they require more and more 
gold, so that the diminishing production of gold will be barely sufficient 
for use in the arts and manufactures, and the yellow metal will disappear, 
little by little, from civilization.’’ And the further statement, ‘‘that which 
singularly aggravates the economical situation is that the world’s currency, 
which was maintained yearly, till 1873, by gold and silver minted—that is 
to say (this was written in 1881) by a total value of £35,000,000 sterling— 
is now to be kept up by gold alone, of which the production does not attain 
more than £20,000,000 each year.’’ To which is added the word of the 
German professor at the University of Vienna, that ‘‘taking as a basis 
ascertained historical facts, and geological researches with respect to the 
earth’s crust, it is not impossible to arrive at certain conjectures which may 
be at least looked upon as probabilities,’’ the conclusion being that ‘‘the 
production of gold will in the future diminish and the mines become 
exhausted the more rapidly as the present means of working them are more 
perfected and powerful.”’ 

Contrasted to this, Mr. N. S. Shaler, an American scientist of great 
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repute, writing in the International Monthly in November of 1901 says: 
ae gold is a widely diffused metal. 


fn small quantities it exists 
in most rocks; and even in seawater, as tricksters have learned, it is found 
in determinable amounts, probably less than four cents to the eubie yard, 
and in a condition that makes it commercially of no possible account. 


It has been reckoned that in the deposit of clay on which the city of 
Philadelphia stands there is enough of the metal to gild the fronts of all 
the buildings, in the place. Here, again, the amount is so smali that it has 
no more prospective value than that contained in the seawater. Thus, 
while it may be said that wherever a person may be on the surface of thi 
earth, or on the ocean, there is likely to be enough gold within a mile of 
his feet to make him a millionaire, the places where gold can conceivably 
be won at a profit are relatively few.’’ 


A Prediction of Increased Output 


And yet, speaking of the horizontal extent of the great Rand deposits 
of South Africa, deposits likely formed by the gold-bearing sands washed 
to sea and made into sandstones which when overlayed by other strata 
ay have been broken up and the gold dissolved and redeposited, he says: 
‘*As nature repeats itself, with what seems to be a love of so doing, we 
may fairly assume that the discovery of other like deposits will reward 
those keen-eyed, intelligent and indefatigable searchers for the treasures 
of the under-earth who are now afoot in all lands.’’ But more to our 
purpose is his look into the future. He writes, *‘Making no allowances 
for future improvements in mining, though the progress of the art is one 
of exceeding rapidity, we may evidently expect a very great and rapid 
inerease in the annual supply of this precious metal from the betterments 
already effected. As to the extent of this gain, there is no basis for a 
trustworthy reckoning; but those who have some idea of the amount of 
gvold-bearing veins which ean, with skilful mining, be made to yield a 
profit at the present rates of interest, will probably be disposed to agree 
with me in the opinion that, at anything like the present prices of labor, 
the yield from this group of deposits is likely, within twenty years, to 
exceed five hundred million dollars per annum, and to be maintained at this, 
or an even greater rate, for many decades.”’ 


Banks Convert Property into Circulating Credits 


We are in the midst of a commercial and financial cataclysm. Whether 
the annual production of gold increases or diminishes, what of the future? 
Gold alone will pay the national debts, gold alone will settle the balances 
of oversea trade. Is gold then master or servant? An English writer, 
Robert Giffers, says: ‘‘ Money, as an item of circulating capital, has become 
quite insignificant, if indeed it may not be altogether disregarded, as far as 
borrowing and lending operations are concerned.’’ As far back as 1886 he 
notes that ‘‘The clearings of the Bankers’ Clearing House alone in England, 
which undoubtedly are only a part of the total payments throughout the 
country, exceed 6,000 millions sterling per annum, or 20 millions per 
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working day. Estimates which have been made of the total property of 
the country, at current market rates, place it at about 9,000 millions sterling, 
and the cash, whether gold or silver, being certainly under 200 millions, 
its proportion to the total property comes out at about 2 per cent. The 
circulating capital is no doubt much less than the total property of the 
country; but it must still be enormous as compared with the 200 millions 
of cash, probably not less than five or six times that amount. This last 
point is also of less importance in a complex industrial system than in a 
simple one, because of the facility already referred to by whieh the indi- 
vidual possessing capital in any form can obtain command of any other 
form, so that any part of the property of a country is now capable of being 
‘circulated.’ ”’ 


But does it not follow as a logical conclusion, that if to meet increasing 
population, production, and exchange, there must be. a larger reserve to 
meet larger banking liabilities, and this reserve can have no other nature 
than actual gold, then the mines must be looked to furnish this increase 
(which ‘in the nature of things they cannot be depended upon to do). And 
rather than leave all to haphazard discovery and operation, ought not gov- 
ernments, to insure regularity, to own and operate all mines in the interest 
of a steady increase of output that prices and wages be maintained? But 
for apparent reasons the governments of the world must also fail for the 
output of gold cannot be controlled, and cannot in any event be made to 
keep pace or be in equilibrium with commercial needs. All relief must come, 
therefore, from the mobilization of ‘‘cireulating’’ capital. or. eredit capital, 
rather than gold control. 


Popular Support of Banking Operations 


And here the demands of the future must rest. To the National Monetary 
Commission of the United States Sir George Paish declared: ‘‘ Experience 
elearly demonstrates the ability of every country to obtain the precious 
metals it needs for currency and for banking, provided its credit is good, 
its curreney laws are sound, and its banking institutions are conservatively 
and wisely administered.”’’ But let us remember in the face of the demands 
to follow the war, that international banking depends upon concert of 
action by world-banks and upon national trust and respect. Present ex- 
pedients but postpone the reckoning. To foster great national loans for 
war purposes is but increasing the strain to come when peace is declared. 
Undue expansion of credit-capital by a neutral nation but diminishes its 
ability to stand the strain which in some measure it must also feel, and 
prevents it from becoming the stay and strength of the world. And as 
far as the people are concerned they can do nothing more important than 
to consider their banks, to acquiesce in all measures tending to the perfec- 
tion of their operations, and to so live that thrift and frugality, legitimate 
industry void of speculation and over-extension, will furnish them stability 
and power. 


Including the year 1914, the last shown in the tables of the Director 
of the Mint, the total production of gold in the world since the discovery of 
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America amounts to $15,690,727,700. The total of the world for 1914 was 
$455,676,600. 

By the last report of the Secretary of the Treasury, covering the fiscal 
year ending June 30, 1915, the total gold stock of the United States ‘in 
Treasury, mints and Federal reserve banks and in cireulation,’’ in coin and 
bullion, amounted to $1,985,539,172. Gold 


certificates in circulation 
amounted to $1,072,847,819. 


Now omitting the part played by National bank and Treasury notes, 
let us contrast this gold stock with the volume of our money-in-use, our 
check and draft money: By the U. 8. Comptroller’s report for 1914, “the 
volume of transactions of all clearing houses aggregated (1913) 


$173,193,009,000,’’ and the ‘‘transactions for the current year (1914) were 
$163,975,683,000.’’ To this must be added the sum total of the checks and 
drafts paid by the transfer of credits inside the banks upon which drawn, 
without reaching the clearing houses, an aggregate impossible statement or 
even computation, but for which no gold is used. This sum must then be 
multiplied by the number of payment transfers made by the cheek and 
draft before reaching its final lodgment in bank or clearing house before 
the colossal sum of the eredit-money in use can be estimated. But it is a 
sum so vast, and so vital in its effeet upon prices and the wages of labor, 
as to reduce the influence of the gold stock almost to the vanishing point. 


The Deposits at the Clearing House 


Even where gold becomes most effective in the use of the clearing house 
in the settlement of balances and where a given deposit by associated banks 
is used over and over again the percentage is small as witness this state- 
ment by the 1914 Comptroller’s Report: ‘‘The membership in the New York 
association is 62, the capital of the member banks being $175,300,000. The 
balances of clearings paid in money aggregated $5,128,647,302, or, 5.71 per 
eent of the transactions. The average daily clearings were $296,238,762, 
and the average daily balance $16,926,229.’’ So that even with the multi- 
plied importance obtained for gold by the clearings houses its chief service, 
if one may so express it, lies in its dormant use as a bank reserve, where, 
under a rigid lawful requirement it ean never be paid out at all. And in 
this connection we note the following statement by Montague & Co. in 
a circular quoted by the director of the Mint in his last report: ‘‘One 
important fact emerges from the financial position created by the war. 
The holdings of gold by the state banks of combatant nations on the con- 
tinent have practically ceased for the time being to exercise their customary 
function as reserves against the issue of notes.”’ 


So that we may conclude that what is not now is yet to come. And the 
erisis of credit readjustments, the cancellation of indebtedness, depends for 
solution not upon the stock of the world’s gold nor upon its national pro- 
duction and present holdings, so much as upon its flow over the world freely 
to meet, as measure and denominator of values, the vast credit money 
volume created, manipulated and cancelled, in the service of mankind, by 
the instrumentality of banks. 





THE BUILDING OF A NATION 


BY NICHOLAS MURRAY BUTLER 


ILE world stands at a crossroads in its path of progress. If we, as 

' Americans, stand at that crossroads irrésolute, paralyzed of 

word and will, history will have one story to tell. If we turn to 

the right and take the path that leads upward to new achieve- 

ment and to lasting honor, it will have a very different story to tell. If we 

should turn to the left and follow the winding and rocky road that leads 

down to a darkening gloom—we know not where—history will have yet 

another record to make of the American people and of their capacity to 
represent civilization. 


Americans Leaders of Civilization 


It is just about twenty years ago since George Meredith, writing to The 
London Daily News, said that since the benignant outcome of the greatest 
of civil wars he had come to look upon the American people as the leaders 
in civilization. That is a proud and ennobling judgment, and we may well 
search our minds and our hearts to ascertain whether it be true, and 
whether we are competent for the high honor that so distinguished an 
observer of his kind proffered to us as his personal judgment. 

The question which I ask in your presence this afternoon is this: Have 
we an American nation? If so, is that nation conscious of a unity of purpose 


and of ideals? If so, what is to be the policy of that nation in the immediate 
future ? 


Nations Are of Modern Development 


It must not be forgotten that nations are comparatively new in human 
history. There were no nations in the ancient world. Men were grouped 
in empires, in races, as followers of a religion, as clansmen owing allegiance 
to a chief, but not in nations as we use the word. There were no nations 
until the dream of a universal political empire had passed away, until the 
stately magnificence of Rome had broken into a hundred fragments. It 
was then and only then that a new organizing foree made itself felt in 
the thoughts and deeds of men. 

This new consciousness of unity was in part the outgrowth of unity of 
race origin, in part the outgrowth of unity of language, in part the out- 
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growth of unity of institutional life, in part the outgrowth of unity of 
military and religious tradition. It seized hold of the minds of men in 
most practical fashion. The result is that from the time of the death of 
Charlemagne to the time of the present German emperor the history of the 
world is the history of nation-building and of the by-products of nation- 
building. A nation is scientifically defined as a population of an ethnie 
unity inhabiting a geographic unity under a common form of government. 
The exceptions are quite numerous enough to prove the rule. 


Territorial Greed Has Been a Factor 


As the centuries have foliowed one another it is not difficult to see how 
the several nations have endeavored to possess themselves of territory that 
is a geographic unit. They have sought natural boundaries, whether of 
high mountains, or of broad rivers, or of the sea itself. One war after 
another is to be explained in terms of a nation’s definite purpose to possess 
itself of a geographie unity as its home. There has been by no means equal 
eare taken by the nations to establish and to protect an ethnic unity. A 
strong people has usually felt confident that it could hold an alien element 
in subjection and yet preserve national integrity and unity of spirit. So 
one after another of the greater nations of the world has, in seeking for 
geographic unity, insisted on incorporating in its own body politie alien and 
often discordant elements and hold them in stern subjection. The examples 
are too familiar to be reeited here. 


Nemesis of Nation-building 


This process of nation-building has gone on until the nation has came 
to be conecived as an end in itself, as superior to law, the conventions of 
morality, and to the preeepts of religion. A form of patriotism has been 
developed all over the world which finds in the nation itself the highest 
human end. The logical result, and indeed the almost necessary result, of 
this type of thinking is the war which is now creeping over the world’s 
civilization and destroying it with the sure pitilessness of an Alpine glacier. 

This war is the nemesis of nation-building conceived as an end in itself. 
Unless a nation, like an individual, have some purpose, some ideal, some 


motive, which lies outside of aud beyond self-interest and self-aggrandize- 
ment, war must continue on the face of this earth until the day when the 
last and strongest man, superb in his mighty loneliness, shall look out from 
a rock in the Caribbean upon a world that has been depopulated in its 


pursuit of a false ideal, and be left to die alone with none to mourn or to 
bury him. 


American Position Stands in Relief 


In the history of nations the story of our America has a place that is 
all its own. The American nation came into being in response to a clear 
and definite purpose. A theory of human life and of human government 
was conceived and put into execution on a remote and inaccessible part 
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of the earth’s surface. The moving cause of the American nation was the 
aspiration for civil and political liberty and for individual freedom whith 
was already stirring in the minds of western Europe in the sixteenth and 
seventeenth centuries. This aspiration gained in force as the art of printing 
multiplied books and as the periodical press came into existence. The 
high-minded, the courageous, the venturesome, weer drawn across the wide 
ocean toward the west, carrying with them for the most part the liberal 
ideas and the advanced thought that were steadily increasing their hold 
upon the people of western Europe. Great Britain, Holland, France, were 
responding in steadily increasing measure to the saine ideals that led the 
Puritan to Massachusetts Bay and the Cavalier to Virginia. 


America Not Yet a Nation 


On this Atlantic shore distances were ereat and communieation difficult. 
In addition there were social, economie and religious differences that kept 
the struggling colonists apart. The result was that there grew up here not 
a nation, but the material out of which a nation could be made. There is a 
sense, a deep and striking sense, in which the same remains absolutely true 
today. There is not yet a nation, but the rich and fine materials out of 
which a true nation can be made by the architect with vision to plan and 
by the builder with skill adequate to execute. 

When a common oppression forced the separate colonists together they 
still sadly Jacked that devotion to a unity higher than any of its component 
parts which would have saved so much loss and so much suffering during 
the days of revolution and of the first steps toward a national government. 
An enormous step forward was taken when the national government was 
built. In the adoption of the Constitution of the United States, the corner- 
stone was laid for one of the most splendid structures in all the history of 
nations. Then quickly followed sharp political divergence. There were 
those who would lay stress upon the new national unity; there were still 
-more who thought it important to emphasize the separate elements out of 
which that unity had been composed. The judicial logic of Marshall and 
the convincing eloquence of Webster were the chief unifying and nation- 
building forces in the generation that followed. 


Economic Problems Springing Up for Solution 


Meanwhile sharp differences of economie interest were manifesting 
themselves, and the fatal question of slavery pressed forward both as an 
economie and as a political issue. The new nation, which had already 
made such progress upon the foundations laid by the fathers, fell apart, 
and only after one of the most terrible and destructive of civil wars were 


the ruins of the disaster cleared away and the ground prepared for the 


next step in construction. TIlere again mistakes were made so numerous 
and so severe that the unifying and nation-bvilding process was checked and 
held back for many years. 

Then two new sets of separating and disintegrating forces began to 
make themselves strongly felt. First, the economic differences which must 
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of necessity manifest themselves over so large and so diverse a territory 


now revealed themselves with new force—in part as a result of the indus. 
trial revolution and in part as a result of purely American conditions,—as 
involving a class conflict between capital and labor. Soon there were signs 
that citizenship, with its compelling allegiance to the common weal, was to 
be subordinated in discouraging fashion, not once but often, to the imme- 
diate interests and policies of an economie class. 


Echo of Old World Feuds 


Second, the immigration from other countries, which had been for a 
long time substantially homogeneous became increasingly and _ rapidly 
heterogeneous. New nationalities, new languages, new racial affinities were 
drawn upon for the reeruitment of the population of the United States. The 
hopes and the ambitions which 100 and 200 years before had been the 
peculiar property of the people of western Europe had now spread far 
away to the East and to the South. With this heterogeneous immigration 
there came, in no inconsiderable measure, the echo of the Old World ani- 
mosities and feuds and hates. These did not manifest themselves in any 
direct sense as anti-American, but they did manifest themselves with suffi- 
cient strength to deprive America of a unity of attitude, of feeling, and of 
policy in dealing with the international relations which every day grow 
in importance and in significance. 

So it is that at this moment, with a world war raging about us and a 
presidential campaign opening in front of us, with years full of fate stretched 
out for us to walk in, we are not sure of our national unity of thought and 
feeling and purpose because of the presence of disintegrating elements and 
forees which weaken our sense of unity at home and which deprive us of 
the influence abroad which attaches to unity at home. 


Grave Problems for America 


The grave problem before the American people today is that of com- 
pleting the process of nation-building. It is the problem of setting our 
house in order. It is the problem of integrating America. It is the prob- 
lem of subordinating every personal ambition, every class interest and 
policy, every race attachment, to the one dominant idea of an America free, 
just, powerful, forward-facing, that shall stand out in the history of nations 
as the name of a people who conceive their mission and their true greatness 
to lie in service to mankind. We are the inheritors of a great tradition. 
What poets and philosophers have dreamed, that we are trying day by day 
to do. Our stumblings, our blunders, our shortcomings.are many; but if 
we keep our hearts clean and our heads clear he who a thousand years 
from now writes the history of liberty and justice and happiness among men 
will be able to tell to those far-off generations a proud story of the rise 
and influence of the American nation. 

We find here everything which is needed for a great nation. The task 
before us today is to make it. The task before the American people is 
nothing more nor less than a speedy continnation, and, if it be practicable, 
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the completion of the process of nation-building. It is the problem of the 
integration of America about those great fundamental’ principles and ptir- 
poses which the very name America itself brings to our minds and which 
this flag stirs to expression on every lip. 


Feel America in Our Hearts 


We know in our hearts what America means. The problem is to teach 
it to our fellows: to share with them an understanding and an appreciation 
of it; to unite with them in an expression of it. Wé wish to build a nation 
fit to serve; a nation that does not find its end in its own aggrandizement, 
however great that be; a nation that cannot find its purpose complete in 
amassing all the wealth of Golconda, but that can only achieve its aim by 
carrying a message to mankind of what has been found possible on this 
continent. Saxon and Celt, Teuton and Slav, Latin and Hun, all are here 
not as aliens but as citizens; not as immigrants but as members of a body 
politic which is new in conception in human history, as it is new in its own 
thought of its high purpose. Can America integrate itself at this crisis; can 
it show that here is a nation which, out of various and varied ethnie ele- 
ments, can be brought into a genuine unity by devotion to high principle 
and by moral purpose before the face of all mankind? Can we make an 
America that shall go down the corridors of time with a proud place on the 
pages of history ? 


We must remember that the greatest empires have fallen as well as 
risen. We must remember that the most powerful dynasties have passed 


away as well as come into existence. There is no reason to suppose that 
our America is going to eseape the everlasting law of change. We know 
its history and its origin. We have seen its rise. We know its present 
state. Who can predict how many hundreds or thousands of years it 
will take before the forests will be felled and the streams will be dried, and 
this great fertile continent of ours, like the plains of ancient Iran where 
civilization began, will become a desert, fit only for the exploring parties of 
the archaeologist? When that time comes, what do we want to have writ- 
ten on the pages of history of those who lived for hundreds or perhaps thou- 
sands of years on this continent? What do we want to have said about the 
way in which America met the greatest crisis of the world’s so-called 
modern history in 1916? Do we wish a nation weak, broken to pieces, 
irresolute, filled with conflicting and discordant voices, or do we wish for 
a nation unified, strong, sympathetic, and ready to respond to the cause of 
a common purpose to serve all humanity, even though the rest of humanity 
be at war with itself? 


Opportunity Knocking at Our Door 


The year 1916 is but one member of an infinite series. Countless aeons 
have gone before it and countless aeons will come after it. The physical 
forces of nature will go their way through indefinite time, performing their 
alloted functions, obeving their peculiar laws and undergoing those mani- 
fold changes and transmutations which make up the heavens and the 
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earth. Not so with the reputation and the influence of a nation. 
tunity will not knock forever at any door. 
of the American people. 


Oppor- 
It is knocking now at the door 
If they are able to rise to an appreciation of their 
own part in the world, of their own controlling principles and _ policies; 
if they are able to put aside every self-seeking, every distracting, every 


brutal appeal, then no one can tell what light may illumine the page on 
which the history of our nation will vet be written. 

It is nearly sixty vears since Abraham Lincoln in his debates with 
Senator Douglas made much use of the Scriptural saying that 


“a house 
divided against itself cannot stand;”’ 


and he added, ‘‘1 do not expect the 
house will fall, but I do expect the house will cease to be divided.”’ So | 


say today, we do expect, every one of us, that our house will cease to be 
divided, 


Must Manifest the Spirit of Great Americans 


We do expect that our America will come to full consciousness of its 
purpose; that the serene courage of Washington, the constructive genius of 
Hamilton, the keen human insight and sympathy of Jefferson, the patient 
wisdom of Lincoln, will not have been m vain in teaching us what our 
country is and may become. Shall we eateh sight of that something higher 
than selfishness, higher than material gain, higher than the triumph of 
brute force, which alone ean lead a nation up to those high places that 
become sacred in history, and from which influence descends in a mighty 
torrent, to refresh, to vivify and to inspire all mankind? 

It is as true teday as it was in ancient times, that where there is no 
vision the people perish. We can make an America with 
cannot make it without. 


a vision. We 


SUCCESS AND WASTED TALENTS 


Suceess is not alone in being clever, 
It’s not alone in brilliance of mind; 
I know a lot of clever men who've never 
Done anything to help their fellow kind. 
And in this life of rush and thoughtless haste 
A lot of splendid brilliance goes to waste. 
It’s clever people sometimes who are blindest 
To all that lies about them day by day, 
The brilliant minds sometimes are the unkindest, 
Ability has often gone astray. 
I’ve seen men rise to skill but to abuse it, 
To own a talent’s vain unless we use it. 


Detroit Free Press. 





MONOPOLIZATION VS. INDEPENDENT 
BANKING 


BY ANDREW JAY FRAME 


President Waukesha (Wis.) National Bank 


TERNAL vigilance is not only the price of liberty, but also of 

our vested rights. Fifteen years ago the leaders of the American 

Bankers Association, under the guise of providing an elastic 

curreney for us, attempted to deliver our Independent Banking 

system into the hands of the monopolists under a branch banking system, 
which utterly failed. 

This octopus has again revived and it would seem the advoeates have 
coralled the powers that be and the Democratic doctrine of an avowed 
enmity toward monopolization is dead, unless HI. R. Bill, 15734, is buried 
beyond resurrection. 

Let us briefly diagnose the ease. 

IH. R. Bill, No. 15734, reads practically as follows, as cited by Mr. Paul 
M. Warburg before the New York State Bankers Association: 

** Authorizing any national bank with $1,000,000, capital and surplus, 
or over, located in a city of more than 100,000 inhabitants, to establish 
branches within the corporate limits of the eity, and authorizing any 
National bank located in any other place, with the approval of the Federal 
Reserve Board, to establish branches within the limits of its county, or 
within a radius of twenty-five miles of its banking house irrespective of 
county lines, ete.”’ 

To my mind the passage of such a bill would be signally destruetive 
and also would be the stepping stone to a general, monopolistic braneh 
banking system, which would practically destroy the 25,000 to 30,000 inde- 
pendent banks of the United States. In 1901 and 1902 when some, not all, 
big bankers in a few big cities attempted to commit the American Bankers 
Association to such a scheme, and in the discussion of which I had the 


honor of taking a material part, these branch bank advocates were sig- 


nally defeated. 1 feel confident’ this similar scheme will not prevail, as 
soon as its destructive results are fully comprehended by the: Democratic 
party. I am informed on what | believe to be good authority, that a few 
big city bankers are now fostering this plan because they desire to skim 
the cream from the. whole country. No honeyed reasons advocating branch 
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banking can begin to compare with the wonderful upbuilding power of the 
independent banking system of the United States. 


As a new generation is born every twenty years and told to keep away 


from the fire, permit quotations from my address before the State Bankers 
Association of Michigan in 1902, and also from another in Oklahoma in 
1913, both of which show clearly the destructive results of 
To my mind this bill should read: 
A BILL. 


First—To revolutionize and monopolize the banking business of the 
United States. 


branch banking. 


Second—To pull down what we have been upbuilding for years. 

Third—To substitute 100 or 200 great central banks with 25,000 to 
30,000 tails to their big kites, thus destroying our independent banking 
system. 

Fourth—To skim the cream from the country to enrich the exchequers 
of the great central banks. 

Fifth—To overthrow the party in power if this effort to monopolize is 
enacted into our laws. 

In 1901 and 1902 we heard the.soothing statement that branch banking 
in the United States would be evolutionary and not revolutionary. Does 
any one believe that, even if the opening wedge is now but driven in? We 
read it took 100,000 men thirty vears to build the big pyramid of Egypt. 
Would it take a Yankee over three months to duplicate the contract if 
the cash were forthcoming to pay the bill? 


Great Britain’s System Monopolistic 


Great Britain has approximately seventy-four great central banks and 
over 7,000 branches. Over 86 per cent of her banking power is monopo- 
listic. France has a few great central banks and Germany likewise. In 
both of these countries these banks practically dominate the commercial 
banking business. In London, Paris and other large cities wherein branch 
banks are authorized, the great central banks throw out their arms all 
over those cities, thus overthrowing many independent banks therein. 
Mr. A. B. Stickney, in 1901, said there were five branch banks competing 
for the cherry in one small city of Canada. 

With these facts before us, may we not well ask: If Congress should 
authorize branch banking in the United States, will not the great central 
banks, in competing for the business of city and country openly or tacitly 
say to the well-to-do state, as well as National independent bankers, ‘‘Sell 
out to us or we will establish a branch bank near yours’’ and the result 
will be a fight to the finish if the local bankers will not sell? What would 
become of the investments of more than a million of stockholders, who now 
own the local banks of the country? If any banker thinks he is strong 
enough to cope with that system, then let him sit idly by and fail to 
register his protest against Congressional legislation in favor of internal 
3ranch Banking. I fear the result will be like Ben Franklin’s description 
of quack doctoring: ‘‘I was well. I wanted to be better. I took physic 
and died.”* 
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Again. Mr. Stickney in an address before the Marquette Club of 
Chicago in 1901, said that ‘‘Eleven of the banks of Great Britain paid last 


year 20 per cent or more, and the average dividend paid by all the other 
banks was 138/10 per eent.’’ This of course was by the central banks, 
as branches make no dividends. In 1900 the National banks of the United 
States paid 8 per cent. 

Query No. 1. Is the meat in this cocoanut philanthropic on the part. 
of the advocates of branch banking, or is it, that the general central banks 
may skim the cream from the whole country to enlarge the profits of the 
eentral banks? . 

No. 2. Have we no vested rights that the monopolist is bound te 
respect? 

No. 3. As braneh banking means monopoly and revolution in bank- 
ing, are you ready to surrender? 

No. 4. Are these not serious questions for the country banker to ponder 
over and even a majority of the city bankers, as branches would be estab- 
lished in the cities as well? 


Would Adopt David Harum’s Philosophy 


After more than a half century of arduous labor in building up a good 
bank and encouraging local industries, I am led to urge that we do unto 
the monopolist as he would do unto us, but under David Harum’s philosophy, 
‘do it to the monopolist fust by preventing legislation permitting it.’’ 

In my 1902 Michigan address heretofore referred to, [ compared results 
of panic conditions from 1836 to 1902 in Great Britain under its branch 
banking system, with our independent system. Time forbids more than a 
sum up of records showing Great Britain had six recorded panies with 
£106,000,000 of liabilities as against four panies in the United States with 
£81,000,000 liabilities. 

Further. The American Eneyclopedia for 1893 says as to the Australian 
branch banking system: ‘‘That out of twenty-eight banks with 1,700 
branches, thirteen of them, with 800 or 900 branches, failed in six months ° 
ending May, 1893, for the stupendous sum of £90,000,000.’’ This sum in 
that single swoop exceeds the total liabilities of all the failed banks in 
the United States from 1863 to 1902, although the banking power of the 
United States was many times that of Australia. When we compare his- 
torical facts with unsupported assertion unjustly villifving our banks, it 
seems the banking business of the United States looms up so grandly that 
every American citizen should feel proud. 

Permit just one more comparison with the much vaunted Canadian 
system, with quotations from my Oklahoma address in 1913, substituting 
Denver in place of Muskogee. 

First—The Canadian system requires not less than $500,000 of capital 
to start a bank there. There are now in the chief cities but seventeen 
ereat central banks, with over 3,000 branches. In 1880 there were forty- 
one. It is a scandalous fact, widely admitted, that the powers controlling 
made it about as difficult to get into the select coterie, as to get into a safe 
with a jimmie. The system, evidently, borders on a pure monopoly, where- 
unto we are trending. 
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Second. The stock of these central banks—no stock being issued by 
branches—is held largely in London, Liverpool, Quebee, Toronto, ete. 
and only a small percentage throughout the dominion. Of course divi- 
dends follow the stockholders’ residence. 

Third—I understand the stock is assessed where the holders reside. 
Branches pay a small license fee, but practically no taxes, except on build- 
ings owned by the bank, which must be paid in any event. 

Fourth—The branches in the country towns and smaller cities have no 
president or cashier and no board of directors, but are managed practically 
by figureheads. One man has general supervision over ten to twenty 
branches in separate localities and the so-called local managers take orders 
from him. 

ifth—They take the deposits from one locality and send to others 
where interest rates are higher to the detriment of home demands. 


Applies System to Colorado 


Let us compare conditions in Denver and the country generally, with 
like cities in Canada. 

Denver has thirty-five banks and trust companies with capital and 
surplus of about $15,000,000. The presidents, cashiers and boards of 
directors are strong, influential, public spirited citizens. The local stock 
holders are all on the alert to upbuild Denver and bring profits on their 
stockholdings. 

Under the Canadian branch banking system the Denver presidents and 
cashiers would be set aside and the directorates abolished. There would 
be comparatively no stockholders, even of the central banks, and cashiers 
would be the managers of the branches. As self-interest is the first law 
of nature, this wrecking of the powerful influence for good of all these 
elements would breed indifference. 

Again, as taxes are paid in Denver on eapital and surplus, Denver 
would get filched out of $250,000 per year in bank taxes. If stockholders 
get but 6 per cent per annum on their investment of $15,000,000, that would 
mean $900,000 less per annum for distribution in Denver, plus any undivided 
profits, all of which, if the Canadian system were adopted in the United 
States, would go to 100 or 200 great central banks of New York, Boston, 
Philadelphia, Chicago, ete. A beautiful and enticing picture for Denver, 
other like cities, and the country generally. I appeal to you, gentlemen, 
is it not a fact, that those allied to the ownership and management of the 
independent banks of the country have been wonderfully instrumental in 
the onward and upward progress of your farm sections, your hamlets and 
your cities? If we upbuild these, do we not upbuild the great cities and 
the nation as a whole? 

Contrast these facts with the further ones that Canada, with splendid 
resources, has a territory about equal to the United States, with a population 
of but seven and one-half millions; that her whole banking power is not 
equal to that of Massachusetts alone; that losses to depositors and stock- 
holders of Canadian banks, as compared to our national banking system, 
is as three to one in our favor; that interest rates are neither uniform, 
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nor are they lower than in the United States; and then ask yourselves if- 
[ am not justified in declaring *‘the Canadian branclf banking system skims 
the cream from the country, to eurich the exchequers of the monopolists 
in the great cities, while the independent banking system of the United 
States helps wonderfully to upbuild the nation as a whole.”’ 

As further proof, permit a short quotation from a 1912 weekly edition 
of ‘*The Toronto Star’’ which has a daily cireulation largely in excess of 
the other six dailies there. ' 

Preceding a weli written, logical four column article, the following strong 


.° 


headlines appear in ‘* The Star. : 


“MONSTER BANKING MONOPOLY A LEECH AT CANADA’S 
THROAT, KILLING LOCAL INDUSTRY, DEPOPU- 
LATING RURAL DISTRICTS 
‘*Centralization of Almost Entire Financial Power of Dominion in the Hands 
of a Few Capitalists Has Resulted from Our Mueh-Vaunted 
Banking System.—Almost Total Extermination 
of Loeal Banks”’ 


I quote but two extracts therefrom, to-wit: 


** While large capital insures slow, steady transmission of deposits to 
‘branches’ for control, and use of head offices in smart, alien centers, local 
eredit based on local savings is transferred to parasites on whom rests 
neither responsibility, object, nor desire to exercise banking functions in 
support of local enterprises. With such credit basis lost, not only does the 
collapse or absorption of local bank institutions become inevitable, but 
local aspirations and confidence which had sustained local industry are 
wiped out or made dependent on the will and nod of competitive enterprise. 
So secretly, so gradually, does this sequestration of savings proceed, so 
insidiously are local enterprises undermined, that planting of a ‘branch’ 
to suck out local earnings, to extirpation of even the last local industry or 
institution, is embraced by ‘slow going’ people with the same artless inno- 
cence as a three-years child fondles a viper.”’ 

‘To this accursed system of concentration of credit, and destruction of 
local industry, the Dominion of Canada stands indebted for a contracted 
population of 7,000,000 in place of 25,000,000 rightfully due it under decen- 
tralized systems of banks designed to sustain, to breathe the breath of 
economie life through the remotest. as well as the most insulated of its 
parts. ”” 

This indictment from a Canadian rather outstrips mine. 

Brother bankers, if you value your liberty, then protest to your repre- 
sentatives in Washington to vote against any internal braneh banking bill, 
and thus preserve your vested rights. 

New Jersey, under its State Banking Act, permitted braneh banks. The 
big fish were eating up the little ones. A repeal bill was presented to the 
legislature by the country banks in 1915, and passed. The governor vetoed 
it. The country bankers’ vigorous, educational campaign convineed the 
legislators of the menace to democratic banking, and they almost unani- 
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mously over-rode the veto. This object lesson should awaken the nation. 
Permit me to suggest, that in every state wherein the law is not explicit 
against branch banking, it should be made so without delay, if the inde. 
pendent banking system is to be preserved. The enemy is active. 

I now and always have approved of winning world trade by throwing 
out arms to the ends of the earth, like unto the splendid work now being 
pioneered by the great National City Bank of New York, and as authorized 
in the Federal Reserve Act. as to foreign branches. I only take issue with 
internal monopolization. Permit me to digress for a few moments upon 
two live subjects. 


Free Remittance for Checks 


The arbitrary and unjustifiable methods to bring about the free remit- 
tance for checks by country banks, to my mind cannot be defended on any 
equitable or economie grounds. 

The noise about the excessive ‘‘float’’ of cheeks to and fro will be doubled 
and trebled under a rule of free remittance therefor. If bills made at the 
great centers were paid by draft, as they should be, there would be no 
‘*float’’ to be sent back home with time lost in transmission; doubling and 
trebling postage and entries, clerk hire, envelopes, ete. 

To encourage the floating of checks from the Pacifie to the Atlantic 
coast and vice versa is simply to greatly enlarge unnecessary expenses and 
encourages ‘‘kiting’’ of checks. It is a positive evil. The thought that it 
relieves the big merchants of material loss is a fallacy, because, if checks 
are sent instead of bank drafts to pay bills, the cost of collection to the city 
merchant is invisibly charged to the customer where it belongs. I assert, 
it is indefensible to compel the banks to remit for these checks without 
charge, as they are not interested in the transaction. The banks are open 
at material expense, and keep reserve city balances in order to sell exchange 
as one of the ordinary, legitimate functions of banking. Because a few 
banks charge excessively is no excuse for robbing the many doing a legiti- 
mate business. 


Cites Some Queer Logic 


Some argue that if any account is not large enough to cover the cost of 
free remittance, then the bank should decline the account. This seems 
queer logic. A banker in Milwaukee lately told me that his bank had 
1,000 small accounts that were unprofitable, but it kept them to encourage 
the small dealer to grow. 

The Waukesha National Bank has over 1,500 of such accounts. Banks 
generally have them, and I ask you in all seriousness, shall we encourage or 
throttle them? Should they not pay the banks something for exchange to 
partially cover safety of their funds and for convenience in paying their 
bills?’ Banks generally, where accounts justify it, now sell drafts without 
charge to customers. No arbitrary rule can govern. Where facts are 
stated it would seem bankers are not all devoid of patriotism. ‘‘Consis- 
tency, thou art a jewel’’ seems to apply in this case. Permit me to ask, 
is it consistent for the government to compel banks to remit for checks 
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without charge, when its own exorbitant charges for postal orders are as 
follows: . 
For Orders From $ .01 to $ 2.50... 3 cents 
From 2.51 to 5.00... 5 cents 
From 5.01 to 10.00... 8 cents 
From 10.01 to 20.00...10 cents 
From 20.01 to 30.00...12 cents 
From 30.01 to 40.00...15 eents 
From 40.01 to 50.00...18 cents 
From 50.01 to 60.00...20-cents 
From 60.01 to 75.00...25 cents 
From 75.01 to 100.00...30 cents 
No postoftice orders are issued in excess of $100 each. 
Express companies charge exactly the same rates as postoffices. 
Compare these with rates charged by the Waukesha National Bank to any 
customer or stranger. 
Drafts up to $ 10.00 cost 5 cents each 
$ 10.00 to 100.00 eost 10 cents each 
100.00 to 1,000.00 cost 10 to 25e each 
Over 1,000.00 cost 25e per M 
These rates are about one-tenth those charged forty to fifty years ago. 
In well settled sections, charges for exchange are rarely equal to postoffice 
rates. Lower rates generally prevail. The great increase of business and 
competition has justified the decrease of charges. The law of supply and 
demand must govern, and arbitrary action by government is simply tyran- 
nical and fully as indefensible as the exploded attempt to artificially regu- 
late the rate of interest. Just a moment as to the 


Unjust Demands of the Federal Reserve Banks 


For the use of The New York Times Annual Financial Review of Jan- 
uary 1, 1916, the editors asked me: ‘‘Why do not the state banks join 


the Federal Reserve System?’’ My answer thereto was approximately as 
follows: 


The National Banks have paid into the Federal Reserve Banks for 
capital, say $55,000,000.00. 
On this they get 6% per annum is earned, or................$3,300,000.00 
Add to this the expenses of Federal Reserve Banks for 1915, 
1,600,000.00 


Total 
which the Federal Reserve Banks will probably make soon, but at the 
expense of competition for liquid loans with the general reserve city banks. 
I say, competition, because out of 20,000 millions of dollars of so-called 
‘‘Loans and Discounts’’ of all the banks of this country, not over one-quarter 
of them are in ‘‘live paper.’’ This is so because trade and commerce do 
not produce it, and we are all erying for it but cannot get it. The falla- 
cious arguments sent broadcast that we can manufacture “‘live paper’’ in 
abundance, is too absurd for serious thought, and yet good men are con- 
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stantly deceived. Further, why should banks be accessory to their own 
hanging, by furnishing excessive funds to Federal Reserve Banks to je 
loaned in competition with the depositors? 

The great expense of the Federal Reserve Banks at $1,600,000 pee 
annum, seems excessive as against but $125,000 cost m six years to the 
banks in the issue of some $380,000,000 Aldrich-Vreeland curreney in 1914. 
This Aldrich-Vreeland curreney practically pulled us through the great 
strain of 1914, without suspension of cash payments by banks, which aided 
trade and commerce so that no repetition of 1893 or 1907 took place. 

As the strain had ceased and conditions were mending, before the Fed- 
eral Reserve Banks opened in November, 1914, and rediscounts thereafter 
were almost nil, the claim that these banks did the work seems utterly 
fallacious. 


Central Bank Would Show Economy 


It would seem that the last writing from the pen of the empire builder, 
James J. Ilill, advocating one central bank instead of twelve, would save 
probably 90 per cent of the expense and fully accomplish the true mission 
ot a servant to and not master of cur banking system. The banks of the 
country are paying the freight, which indirectly adds to the people’s 
burdens. 

In addition to the foregoing, the following sums are demanded of the 
National Banks for deposit in the Federal Reserve Banks, without interest 
or right to withdraw, as follows (approximately) : 

By the three Central Reserve city banks of New York, 


Chicago and St. Louis, 7% of deposits, say................ $190,000,000 
52 General Reserve City Banks, 5% of deposits, say.......... 120,000,000 
Tore Country Banks, £% of deposits, Say... 05. cc mcee scenes 150,000,000 





ee, ee, Ne Oh OR Tn a vik neo cciescceed csetasnwiwsces $460,000,008) 
Nov. 16, 1916, and 1917, general reserve, city and country banks 
must pay in or hold in eash an additional................ 100,000,000 








Thus tying up, without profit, a grand total of............... $560,000,000 
or more than one-half of the total capitals of all the National Banks of 
$1,060,C00,000 without any compensation for it whatever, except the right 
to borrow back—from our own deposits, we might say—by parting with our 
limited stoek of choicest interest bearing securities. or as the term goes, 
rediscounting. Rediscounting has always been open to good banks through 
their city correspondents, except in pani¢ periods, and this defeet is now 
remedied. 

Permit me to appeal to the intelligence and fairness of the American 
people, by asking: What individual or corporation is willing to deposit 
one-half of his or its capital in the bank, not subject to withdrawal, in order 
that he or it may be sure to get an accommodation at that bank when 
panie threatens once in ten to twenty vears? 

The amounts already paid into the Federal Reserve Banks are more 
than ample to cover any threatened panic contingencies that may arise. 
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The Federal Reserve Banks have now in eash on hand $400,000,000 and 
have the power to issue $1,000,000,000 of extra curreney, and yet they insist 
on the last pound of flesh for 1916 and 1917 from member banks, and still 
want to double the unnecessary burdens by adding the state banks and trust 
companies, which now hold outside of Central Reserve cities, but slightly 
in excess of 4 per cent of deposits in cash on hand. Where will the pay- 
ments come from? Wisconsin National Banks by November, 1917, will 
have deposited outside of the state in Federal Reserve Banks or tied up 
about $38,000,000 in cash above reserves on hand. If State Banks joined, 
they would be called upon for $10,000,000 more, which would come from 
present interest bearing sources. 

How much will Colorado tie up outside of the state for a like purpose, 
thus lowering the banks’ loaning powers, unless they rediscount from their 
own deposits in Federal Reserve Banks, by worse than brokerage, as brokers 
do not endorse paper? But let us diagnose the 


Unjust Burdens upon Individual Banks 


The three central reserve city banks part with 7 per cent out of 25 per 
cent cash heretofore held against their deposits. This is absolutely no 
burden to them, and they will never suspend cash payments and tie up 
country bank balances as they did in 1893 and 1907, because the Federal 
Reserve Banks stand ready for relief. 

[ assert, if the reserve centers are cared for, no suspension of cash pay- 
ments will ever again occur, unless over expansion of curreney and credit 
runs rampant. 

The fifty-two general reserve city banks have paid in more cash now 
than ean be spared, and further calls add unnecessary burdens upon them. 

The country banks have paid in, above capital stock requirements, 4 
per cent of deposits. Under the o!d law they were required to keep on 
hand 6 per cent of deposits. After November, 1917, it will be 4 per cent. 
This releases 2 per cent. But 4+ per cent has already been paid in. The 
other 2 per cent has come from interest bearing sources. 

The act requires tying up absolutely 12 per cent of the country bank 
demand deposits, and the burden is so great that practically the whole of 
them are chafing under the load, and many are threatening to leave the 
system unless relieved. The three per cent supposed reduction of reserves, 
is largely mythical, because banks must keep city bank balances against 
which to draw drafts. 

While at Massachusetts lately where I addressed the joint session of all 
the New England State Bankers Associations, I unfolded these facts to 
the governor of the Federal Reserve Bank of Boston. He frankly admitted 
the great burdens put upon the country banks. Mr. Warburg in addressing 
the late New York State Bankers Association, when referring to our ‘‘ heavy 
sacrifice’? said: ‘‘Sineerely appreciating the hardships it entails for the 
country banker, and sympathizing with the difficulties of his position, we 
must say to him, ‘Forget these exchange charges.’’’ This confession seems 
like adding insult to injury, when neither of them are necessary to cover the 
object sought, and both are cledrly un-American, undemocratie and sub- 
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versive of American freedom. Let us not forget, that if incomes of the 
Federal Reserve Banks exceed the $4,900,000, heretofore referred to, the 
government confiscates the surplus. 

The great bulk of arguments of those who are everywhere working tooth 
and nail to unnecessarily enlarge the work and powers of the Federal 
Reserve Banks, and to justify their salaries, to my mind are seriously falla- 
cious and only add to the burdens of those who pay the freight. 

It grieves me greatly to speak so plainly, but the life of the country 
banker is at stake, and these excessive, coercive measures cannot be defended 
on any moral or sound economie grounds. 

Finally, permit me to say that I do not present these facts in a critical 
but in a constructive spirit, therefore reiterate what I said on page 683 of 
Senate Hearings on the bill in 1913. After citing approximately what has 
now been accomplished and ealls yet to be made, I said: *‘Can any states- 
man justify such calls, especially from the country and general reserve 


city banks? This transfers immense sums to the great cities, and impover- 


ishes the country banks*® loaning powers. Is it constitutional to take such 
colossal sums from the banks? Stock subscriptions and deposits in Euro- 
pean Central banks, | believe are entirely voluntary. Why not do likewise 
here? 

‘Lf am with you, only | think the demands excessive. I believe in the 
underlying principle of the bill. We all desire a reasonable mobilization of 
cash to the end that cash suspension of banks may be avoided, but such 
calls seem far beyond reason to accomplish the object sought. Reason must 
reign, or a continual warfare for a repeal of the bill will bring a second 
Andrew Jackson to destroy these banks. What we want is to work in 
harmony together. We want it so reasonable that we can afford to go 
into it. even if it costs us something. I believe all banks are willing if the 
ealls are fair and not oppressive.’’ I then added that ‘‘if the full measure 
is demanded, I believe State Banks will not join.’’ 


Some Things Statesmen Have Overlooked 


In the light of experience, it would seem that our statesmen should seri- 
ously consider amending the aet, to the end that no further calls be made 
and that reason must reign in the collection of checks. 

QUERY. If the State Banks generally joined, and the funds already 
paid in are ample for all purposes, why impoverish the country banks by 
doubling the Federal Reserve Banks’ cash assets? To encourage State 
Banks to join, the demands upon country banks should be halved. 

If our statesmen will but turn a deaf ear to the monopolizers who are 
urging the ‘cream skimming’ branch banking scheme; and the attorney 
general of the United States wili stand by his predecessors who repeatedly 
denied the legal right of any National Bank to have branches; and the 
several states will stand by and foster on sound lines the independent bank- 
ing system, then with a reasonable mobilization of cash to prevent cash 
suspension by banks on a less expensive basis, we may reasonably hope that 
American freedom, for which our forefathers fought, will be maintained and 
our wonderful progress continue undimmed. 

Waukesha, Wisconsin. 





RETURN VISIT TO CENTRAL AMERICAN 
REPUBLICS 


BY JOHN CLAUSEN 


Manager Foreign Department, The Crocker National Bank of San Francisco, 
and Member of the Financial and Commercial Committee 


S A result of the resolutions adopted by the Pan-American Finan- 
cial Conference held in Washington during May, 1915, and in 
furtherance of the purposes for which same was called, return 
visits to Central and South America by representative men of 

the United States was proposed as the best means by which to secure real 
union of an economic and positively beneficial character for the commerce 
and industry of the countries concerned. 

The intention of these visits is to secure an improvement in the political, 
financial and commercial relations existing between the United States and 


Latin America, and the problems to be encountered are therefore sufficiently 
serious and difficult to justify the attention of the highest class of financial, 
commercial and technical ability which can possibly be brought to bear. 


Two classes of reports will result—one a general report expressing the 
conclusions reached by the Commission as a whole, the other a_ special 
report prepared by each member of the Committee upon the particular 
line of investigations assigned to him during the trip. 

These reports will be used by the International High Commission in its 
jImportant work of pronioting more intimate commercial and financial inter- 
course with our neighbors in the Southern Hemisphere. 

The Financial and Commercial Committee appointed to visit Central 
America has now coneluded its investigations after an extensive sojourn 
in the various Republics, and it is felt that the friendly relations at present 
existing between the countries of Central America and the United States 
‘i'l be further developed as a result of the visit of this Commission and that 
substantial business will accrue to the financial and commercial interests 
of both Central America and this country. 

The complete membership of the Central American Committee was as 
follows: 

Lamar ©. Quintero, Chairman, of New Orleans, General Attorney for the 
Tropical Divisions of The United Fruit Company. 

John Clausen, Manager Foreign Department, The Crocker National 
Bank of San Francisco. 
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Ernest Ling, Manager Foreign Trade Department, The National City 
Bank of New York, New York City. 

J. P. Ripley, Engineer, of the firm of J. G. White & Company, New 
York City. 

Thos. J. Walker, Vice-President, The First National Bank of San Fer- 
nando, San Fernando, California. 

Roger W. Babson, President of the Babson Statistical Organization, 
Wellesley Hills, Mass. 

A. Liddle, Secretary of the Committee, of Philadelphia. 


The Republic of Panama 


The Commission left New Orleans February 2nd, five days behind 


schedule, on account of a slight damage and necessary repairs to the steam- 
ship ** Abangarez”’ which, after a short stay in Havana, Cuba, carried the 
party to Cristobal in the Republic of Panama, the first country to be visited. 

Owing to the delays experienced in New Orleans and Havana, and 
with a desire to adhere to the original itinerary, a stop of only two days 


was made on the Isthmus where, in a special car, the delegates were afforded 
opportunities of visiting various points along the route viewing the Canal 
Locks. The immense construction and the thorough hygiene are of course 
conspicuous instances of American efficiency. 


Conference at Panama City 


A well-attended conference with leading merchants and_ financiers, 
arranged for at Panama City under the auspices of the Chamber of Com- 
merce, in a measure familiarized the members of the party with the needs, 
particularly of the merchants whose principal complaint appears to be that 
the United States Government commissaries and storehouses now enter into 
serious competition with them, owing to special privileges enjoyed by the 
former for the free entry of merchandise. 

The alertness and far-reaching interest on the part of the Panamanian 
Chamber of Commerce was evinced from its desire to become affiliated with 
the Chamber of Commerce of the United States of America, whieh would 
no doubt form a strong link to foster closer and more intelligent trade rela- 
tions between our respective countries. 

An afternoon was pleasantly spent viewing the Panama Exposition with 
its beautiful buildings and interesting exhibits. 


Principal Exports of Panama 


While the principal exports of Panama are bananas, a pronounced 
activity in the development of the cattle industry is apparent, by the 
increasing home demand and the ready sale of hides and horns in United 
States markets. 

The monetary system of Panama is based on a theoretical Gold Standard, 


with the ‘‘Balboa’’ as the unit and a circulation of silver half-Balboas and 
fractional coins. 
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Unlike other Central American Republics, it has $6,000,000—part of the 
$10,000,000 paid them by the United States Government for the Panama 
Canal rights—invested in New York City real estate first mortgages, from 
which a yearly revenue of some $250,000 is derived. 


The Republic of Costa Rica 


The Republic of Costa Rica was next visited, Port Lemon being reached 
by the steamer *‘Cartago’’ from whence the party proceeded to San Jose, 
the capital. The scenery as viewed from the train was wonderful, changing 
from dense tropical jungle to snow-clad and refreshing mountain heights. 

Part of the Costa Rican Railway Company, from San Jose to Port 
Lemon, is now leased and operated by the United Fruit Company and from 
San Jose to Puntarenas by the Pacific Railway Company, owned and 
operated by the Costa Rican Government. 

The two chief products of Costa Rica are bananas and coffee, the latter 
having for years been famous in Europe, where it brings lucrative prices 
to the growers beeause of its exceptional quality and flavor. It is gratify- 
ing, however, to learn that frequent shipments of this commodity are now 
being made to San Francisco and other parts of the United States. 


Imports of Costa Rica 


The articles imported into this country are principally cotton goods, 
machinery, flour, lumber, coal, rice, and canned fruits, and while transpor- 


tation facilities with the United States on the Atlantie side are excellent, 
there are only irregular and infrequent sailings on the Pacific, where 
Puntarenas is the principal port of entry. Hope is expressed, however, that 
the recent acquisition of the Pacific Mail steamers by the American Inter- 
national Corporation may bring about some relief in the near future. 

The people of Costa Rica are fairly prosperous, though the Government, 
due to the European war, has suffered a material falling off in customs 
duties. To offset this deficit.an effort is being made by the Government 
to establish an income as well as a direct tax on lands. The ‘‘Cedulla’’ law 
of Costa Rica should offer attractive inducements for the establishment of 
a Land and Mortgage Bank, in that the registry of property and the admin- 
istration of justice in that Republic is reliable and a safe-guard to the 
interested parties. 


Parcel Post Treaty Prejudicial 


It was ascertained that the present parcel post treaty with the United 
States is too prejudicial to commerce and strong efforts are now being 
brought to bear for a revision along the lines of the German-Costa Rican 
Convention, which among other well-defined advantages, prohibits the col- 
lection of extra charges at destination. 

The standard monetary unit of Costa Rica is the Gold Colon, with a cir- 
culation of bank notes based upon gold—40 per cent—and other assets of 
the issuing banks. 
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Their foreign debt amounts to approximately $17,000,000, as aeainst 
a yearly public revenue of $4,000,000, of which some €0 per cent is derived 
from import duties. 

The United States Cruiser ‘‘Cleveland’” with Lieutenant Root tempo- 
‘arily in command, and a splendidly officered crew of some 30) able-bodied 
American seamen, was placed at the convenience of the Commission for the 
voyage up the West Coast of Central America, carrying the delegates from 
Puntarenas to Corinto, the Pacific seaport of Nicaragua. 

The trip to Managua, its capital, gave the benefit of most interesting 
scenery, in the form of smoking volcanoes, crater lagoons, and the very 
beautiful Lake Managua. 

The natural resources of Nicaragua—-with its variety of eclimates—appear 
boundless, but on account of the need of foreign ecapital—discouraged by 
the frequent internal political misunderstandings—have prevented the 
otherwise natural progress of this Republic. 


Principal Costa Rican Industries 


The principal industries are agriculture, bananas, coffee and sugar, with 
cattle raising on a very extensive scale. 

The production of gold and silver is also attaining considerable pro- 
portions. 

The inadequacy of the present transportation facilities is keenly felt. 
The Bluefields Steamship Company, while maintaining a regular service 


between New Orleans and Bluefields, only operates vessels of small tonnage, 
and insistent complaints came to the notice of the Committee on account 
of the almost complete absence of regular communication with that Republie 
and West Coast points. 


Nicaraguan Canal Treaty a Factor 


Great rejoicing was evident on every hand upon the ratification of the 
Nicaraguan Canal treaty by the United States Senate. How far-reaching 
may be the effect of the $3,000,000 disbursement upon the financial strue- 
ture of the Republic is problematical. 

The present monetary system of Nicaragua is based upon a Gold Stand. 
ard, of which the Cordova forms the unit, with a cireulation of silver coins 
and bank notes guaranteed to be payable in gold. 

The foreign debt of Niearagua is comparatively small and consists of 
$1,500,000 treasury notes, held mostly in the United States, and $6,000,000 
of outstanding bonds held in Europe, as against a publie revenue of about 
$2,000,000. 

The Commission then journeyed to Amapala, the principal Western port 
of entry to Honduras, where after a short stay, the party was conveyed in 
a launch to San Lorenzo, from which point departure was taken upon an 
eight-hour journey in automobiles over high mountainous roads to the 
Capitol, Tegucigalpa, a distance of some 100 miles. 

Aside from a few privately owned railways, there is little or no railroad 
communication between important points in the country. Steamship lines 
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are maintained by the United Fruit Company and others between 
the Atlantic side of this Republic and American ports, with a noticeable 
lack of transportation facilities on the Pacifie Coast. Mining constitutes 
one of the principal national resources, with an increasing production along 
agricultural lines. 

The monetary system of this Republic is on a Silver Basis, with the 
silver ‘*Peso’’ as the unit, subject, therefore to fluctuation of that metal 
in the open markets of the world. Bank notes issued under special conces- 
sions to loeal financial institutions also form a part of their cirenlating 
medium. ; 

The foreign debt of Honduras is estimated, barring the validity of the 
obligations, at $120,000,000, of which a very large portion covers forty 
years or more of unpaid interest. The internal debt amounts to $2,000,000, 
as against Government revenues of approximately $2,000,000. 


The Republic cf Salvador 





Retutning to Amapala, the Commission again embarked upon the eruiser 
Cleveland’? for Acajutla, the Pacific seaport of the Republic of Salvador, 
continuing on a four hours’ inland journey to the Capital, San Salvador. 

This Republic, though the smallest, is the most densely populated of the 
Central American countries, and it is claimed that every acre of land is 
privately owned and cultivated. 

Ilere, as in other sections of Central America, coffee forms the staple 
export product, from which 80 per cent of the revenue for their total exports 
is derived. There is an increasing output of sugar, indigo, hides, rubber 
and tobacco, as also that misnamed product ‘Balsam of Peru,”’ of whieh 
Salvador enjoys almost a complete monopoly. 

Owing to its geographical location, its only seaports are on the Pacifie 
Coast, of which Acajutla, La Libertad and La Union are the principal. 


Lack of Ocean Transportation a Hindrance 



















A lack of ocean transportation is found here as well, and to relieve the 
situation the Salvadoranian Government has deemed it expedient to operate 
for passenger and freight traffic one of their auxiliary cruisers. 

The standard monetary unit of Salvador is the Silver Peso, likewise sub- 
ject to the rise and fall of the white metal. The circulation consists of silver 
and bank notes convertible into silver and secured by metallie reserve and 
other assets of the issuing banks. 

The outstanding foreign debt is approximately $4,000,000, with internal 
obligations of about $6,000,009, as against $7,000,000 of publie revenues, of 
which customs duties represent more than $4,000,000. 

From Acajutla to San Jose, the Pacifie port of Gautemala, is but a 
short sea journey, and upon reaching destination, the trip was continued 
by rail to Gautemala City, which lies high among broken mountainous 
ranges, numerous plateaus and valleys. Following these rugged edges of 
nature, the train runs in sight of the famous Agua and Fuego volcanoes. 
There are at present about 500 miles of railroad in the Republic, a'l 
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controlled by the International Railways of Central America, connecting 
the capital with both the Atlantic and Pacifie oceans. While water trans- 
portation on the former is very efficient, persistent complaints are voiced 
for better communication with the ports on the West Coast. 

The natural resources of Gautemala are practically unlimited in every 
respect and no product is better known throughout the world than Gaute- 
malan coffee, the production of which constitutes its principal export and 
revenue, While a ready market is now found in the United States for 
this commodity, the lack of adequate shipping facilities hampers its exporta- 
tion to such an extent that thousands upon thousands of bags of coffee fill 
their warehouses awaiting available bottoms. 


Guatemala Conditions Favorable 


This condition, however, is no different from that found in other Central 
American Republics, when specifically treating upon this article, and it 
seems incomprehensible that our merchants here do not make a more per- 
sistent effort to remedy the situation in that—under contract—the loss of 
time and possible depreciation in value are necessarily borne by the Ameri- 
ean buyer and not the Latin-American grower. 

Only nominally on a Silver Basis, Guatemala depends upon an ineon- 
vertible ‘‘ Paper Currency’ for its circulation, without any fixed value with 
relation to gold or foreign exchanges. The bank notes are issued without 
Government guarantee, with the latter indebted to the banks for approxi-— 
mately the amount of the outstanding circulation, reported to be nearly 
100,000,000 pesos, and payable in the form of paper currency. 

The foreign debt of Guatemala is about $11,500,000 as against public 
revenues of $2,500,000. 

After a most pleasant stay in Gautemala City and a visit to interesting 
‘*Guatemala-Antigua,’’ the Commission departed by rail for Puerto Barrios, 
the Atlantic seaport of that Republic, where embarkation was made upon 
S. 8S. ‘‘Sixaola’’ of the United Fruit Company’s fleet for New York—touch- 
ing at Port Antonio, Jamaica, and Santiago de Cuba, Cuba—reaching the 
great metropolis on April 3, 1916. 


Purchasing Power of Central America 


The purchasing power of the Central American Republics is restricted 
to the extent of their exports unless additional financial assistance is forth- 
coming, and a factor of the greatest helpfulness in expanding our trade with 
them is therefore by the free investment of capital. 

The real duty of this country is to ascertain by careful study their 
needs and requirements, with the view of not only encouraging increased 
commercial relations with the United States, but to serve the interests of 
these Republics in the proper exploitation of their vast natural resources. 

The demand for investment capital in Central America during the years 
to come will be unprecedented and this country by reason of its many close 
ties should be the main artery for that supply. 












CONGRESSIONAL FARM LOAN ACT |. 


Law Provides System for Lending Money on Farm Lands at Reasonable Interest 
for Relatively Long Periods — Amortization Plan for Easy 
Repayment Prescribed 


Il E Federal Farm Loan Act, popularly called the ‘‘Rural Credits 
Law,’’ was signed by the President and became a law on July 
17, 1916. 

The primary purpose of this Act is to promote agricultural 
prosperity by enabling farmers to borrow money on farm-mortgage security 
at a reasonable rate of interest and for relatively long periods of time. 
To attain this object, two farm-mortgage systems are provided: (1) A 
system operating through regional land banks; and (2) a system operating 
through joint-stock land banks. 

To attract money to the farm loan field, the Act provides a method 
whereby those who have money to lend ean find safe investments in the 
form of debentures or bonds, of small and large denominations, issued by 
the banks and based on the security of mortgages on farm lands. 

These two systems are to be under the general supervision of a Federal 
Farm Loan Board in the Treasury Department, composed of the Secretary 
of the Treasury, as chairman ex officio, and four members appointed by the 
President. This board has authority to appoint appraisers, examiners, and 
registrars, who will .be public officials. 

Under the Federal land bank system the Act provides for Federal land 
banks which make loans, for the first twelve months, exclusively through 
local national farm loan associations composed of borrowers. These asso- 
ciations shall be shareholders in the banks and in that way the members, 
who are the borrowers, will share in the profits of the bank. The money 
for the loans is to come partly from the capital of the banks and partly 
from the sale by the banks of bonds secured by first mortgages on farm 
lands. The Act defines strictly the purposes for, and the conditions under, 
which loans are to be made, and requires that the rate of interest charged 
on farm loans shall not exceed 6 per cent per annum. 

The United States shall be divided into twelve farm loan districts, and 
a Federal land bank with a subscribed capital stock of not less than 
$750,000, each share $5, shall be established in each district. Each Federal 
land bank may establish branches in its district. Within thirty days after 
the capital stock is offered for sale it may be purchased at par by anyone. 
Thereafter, the stock remaining unsold shall be bought by the Secretary 
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of the Treasury for the United States. It is provided, however, that the 


Government shall not receive any dividends on its stoek. Ultimately, it is 
intended that all the stock in the banks shall be owned by the associations 
of borrowers, and provision therefore is made in the law for transferring 
the original stock at par to these associations. 


Naticnal Farm Loan Associations 


The Aet provides for the creation of local national farm loan associa- 
tions through which it is contemplated that the Federal land banks shall 
make their loans. In the event that a local loan association is not formes 
in any locality within a year, the Federal Farm Loan Board may authorize 
a Federal land bank to make loans on farm land through approved agents. 
Ten or more persons who own and cultivate farm land qualified as seeurity 
for a mortgage loan under the Act, or who are about to own and eultivate 
such land, may form such an association, provided the aggregate of the 
loans desired by the membership is not less than $20,000. Each member 
must take stock in his association to an amount equivalent to 5 per cent of 
the amount he wishes to borrow. This stock the association holds in trust 
as security for the member’s individual loan. The association, in turn, 
when applying for money from the bank, must subseribe for stock in the 
bank to an amount equivalent to 5 per cent of the sum it wants to obtain 
for its members. This stock is held in trust by the bank as security for the 
loans it makes through the association. 


If a prospective borrower has no 
money with which to pay for his association stock, he may borrow the price 


of that stock as a part of the loan on his farm land. 


c 


Under this plan, then, every borrower must be a stockholder in his 
local association, and every association a stockholder in its district bank. 
Each stockholder in an association is hable for the acts of that association 


up to twice the amount of his stock. 


How Loans Are Obtained 


A member of a national farm loan association, before obtaining a loan. 
must first fill out an application blank supplied to the loan association by 
the Federal Farm Loan Board. This application blank and other necessary 
papers will then be referred to a loan committee of the association which 
must appaise the property offered as security. Such application as is 
approved by the loan committee is then forwarded to the Federal land 
bank and must be investigated and reported on by a salaried appraiser 
of the bank before the loan is granted. This appraiser is required to investi- 
gate the solvency and character of the prospective borrower as well as the 
value of his land. When a loan is granted the amount is forwarded to the 
borrower through the loan association. 


The Act specifically defines the purposes for which loans may be obtained. 
These are: 


‘‘(a) To provide for the purchase of land for agricultural uses. 
‘‘(b) To provide for the purchase of equipment, fertilizers and live 
stock necessary for the proper and reasonable operation of the mortgaged 
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farm; the term ‘equipment’ to be defined by the Federal Farm Loan Board. 
‘(e¢) To provide buildings and for the improvement of farm lands; the 
term ‘improvement’ to be defined by the Federal Farm Loan Board. 

d) To liquidate indebtedness of the owner of the land mortgaged, 
existing at the time of the organization of the first national farm loan 
association established in or for the county in which the land mortgaged 
is situated, or indebtedness subsequently incurred for one of the purposes 
mentioned in this seetion.”’ 

Loans may be made only on first mortgages on farm land. 
Only those who own and cultivate farm land dr are about to own andl 
cultivate such land are entitled to borrow. 


Restrictions Placed on Borrowers 


No one can borrow save for the purposes stated in the Act and those 
who after borrowing do not use the money for the purposes specified in 
the mortgage are liable to have their loans reduced or recalled. The seere- 
tary-treasurer of each association is required to report any diversion of 
borrowed money from the purposes stated in the mortgages. 

No individual ean borrow more than $10,000 or less than $100. 

No loan may be made for more than 50 per cent of the value of the 
land mortgaged and 20 per cent of the value of the permenent insured 
improvements upon it. 

The loan must run for not less than five and not more than forty years. 

Every mortgage must provide for the repayment of the loan under an 
amortization plan by means of a fixed number of annual or semiannuai 
installments sufficient to meet all interest and pay off the debt by the end 
of the term of the loan. The installments required will be those published 
in amortization tables to be prepared by the Farm Loan Board. 

The bank is given power to proteet itself in case of default by recalling 
the loan in whole or in part er taking other necessary action. 


Interest Rate Paid by the Borrower 


No Federal land bank is permitted to charge more than 6 per cent per 
annum on its farm mortgage loans, and in no ease shall the interest charged 
on farm mortgages exceed by more than one per cent the rate paid on the 
last issue of bonds. 


For example, if the bank pays only 4 per cent on an issue of bonds, it 
cannot charge more than 5 per cent for the next farm loans it makes. 

Out of this margin of not to exeeed 1 per cent, together with such 
amounts as it can earn on its paid-in cash capital, the bank must set 
aside certain reserves and meet all its expenses. Any balance or net profits 
ean be distributed as dividends to the loan associations or other stock- 
holders. The loan associations, from their bank dividends, after setting 
aside the required reserves and meeting expenses, can declare association 
dividends to their members. In this way the profits, if any, will be dis- 
tributed among the borrowers and will, to that extent, reduce the amount 
of interest actually paid by them. 
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The Federal Land Banks are specifically prohibited from charging in 
connection with making a loan any fees or commissions which are not 
authorized by the Farm Loan Board. The authorized fees need not be paid 
in advance but may be made part of the loan. 


Amortization Plan of Repaying Loans 


It has been said that all loans are to be repaid on the amortization plan. 
This plan calls for a number of fixed annual or semiannual payments, 
which include not only all interest and charges due the bank, but the prin- 
cipal as well. These payments are so calculated as to extinguish the debt 
in a given number of years. After five years the borrower has the right 
on any interest date to make additional payments on the principal in sums 
of $25 or any multiple thereof, thus discharging the debt more quickly. 

The table given below illustrates how a loan of $1,000 bearing interest at 
5 per cent would be retired in 20 years by an annual payment of $80.24. A 
study of the columns shows how from year to year the interest is reduced 
and the proportion of the payment which goes to discharge the principal 
steadily increases. The final payment cancels the debt. 


Amount of 
Total Interest Paid principal 
annual at 5 per on still 
Annual periods. payment. cent. principal. unpaid. 
£80.24 $50.00 $30.24 $969.76 
2 80.24 48.48 31.75 938.00 


80.24 46.90 33.34 904.67 
80.24 45.25 35.01 869.66 
80.24 43.48 36.76 832.90 
80.24 41.64 38.59 794.31 
80.24 39.71 40.52 753.79 
80.24 37.68 42.55 711.23 
80.24 35.56 44.68 666.56 
80.24 33.32 46.91 619.64 
80.24 30.98 49.26 570.39 
80.24 28.51 51.72 518.67 
80.24 25.93 54.31 464.36 
80.24 23.21 97.02 407.34 
80.24 20.36 59.87 347.46 
80.24 17.37 62.87 284.60 
80.24 14.23 66.01 218.59 
80.24 10.93 69.31 — 149.28 
80.24 7.46 72.78 76.50 
80.33 3.83 76.50 
Total $1,604.89 $604.81 $1,000.00 
After a Federal land bank has loaned on first mortgage $50,000, it ean 

obtain permission from the Farm Loan Board to issue $50,000 in farm loan 

bonds based on these mortgages, sell such bonds in the open market, and 

use the money thus obtained to lend on other mortgages. 
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This process of lending on mortgages and selling bonds in issues of 
$50,000 may be repeated until bonds to the amount of twenty times’ the 
bank’s paid-up capital are outstanding. lf each bank should have only 
its required minimum paid-up eapital of $750,000, this plan will provide 
eventually, if all the authorized bonds of the twelve banks are sold, over 
$180,600,000 to lend on first mortgages on farm land. The banks, however, 
ean increase their capital stock abeve the required minimum and so increase 
the amount of bonds they ean sell, and thus increase the total amount of 
money available for loans on farm mortgages. 

To make these bonds attractive to investors, fhe bonds, together with 
the mortgages upon which they are based, are exempted from Federal, 
State, municipal, and local taxation and are made legal investments for 
fiduciary and trust funds. The eapital stock of the Federal land banks is 
also exempt from taxation. Federal reserve banks and member banks of 
that system are empowered to buy and sell these bonds. They are to be 
issued in denominations of $20, $50, $100, $500, and $1,000. 


Organization of Federal Land Banks 


The temporary management of the federal land banks is to be in the 
hands of five directors appointed by the Federal Farm Loan Board. 
As soon, however, as the subseriptions from the loan associations total 
$100,000, regular directors are to be appointed as follows: Three district 
directors, resident in the district, shall be appointed by the Federal Farm 
Loan Board to represent the publie interest, and six local directors, resi- 
dent in the district, shall be elected by the farm loan associations wh» 
must be stockholders in the bank. The Federal Farm Loan Board shall 
designate one of its appointees to act as chairman. The Act requires that 
at least one of the three district divectors shall be experienced in farming 
and actually engaged at the time of his appointment in farming operations 
within the district. Any compensation paid to the directors must be 
approved by the Federal Farm loan Board. 


Officers of Loan Associations 


Each loan association must have a board of directors and a secretary- 
treasurer. The directors shall serve without pay. The secretary-treasurer 
shall receive such compensation as may be determined by the board of 
directors. The association must appoint an appraisal committee for the 
purpose of valuing lands offered as security for loans. No member of such 
committee shall have any interest in the property upon which he passes. 

To provide funds for current expenses, the loan association may retain 
as a commission from each interest payment not to exceed one-eighth of 1 
per cent semiannually upon the unpaid principal of the loan. This com- 
mission is to be deducted from the dividends payable to such farm loau 
association by the Federal land bank. If the commissions are not ade- 
quate, and an association does not wish to assess members for current 
expenses, it may borrow at 6 per cent from the Federal land bank to an 
amount not to exceed in the aggregate one-fourth of its bank stock. 
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The law requires both the land banks and the farm loan associations 
to make provision for certain reserves before they can pay any dividends, 

In sections where loeal conditions do not make the formation of asso- 
ciations practicable, the Farm Loan Board may authorize the Federal land 
bank to make loans through agents approved by the board. These agents 
are to be banks, trust companies, mortgage companies or savings institu- 
tious, chartered by the State. They may receive as compensation the actual 
expense involved in transacting the loan and in addition thereto a sum 
not to exceed one-half of 1 per cent per annum on the unpaid principal 
of the loans made through them. When the Farm Loan Board decides that 
a locality is adequately served by farm loan associations, no further loans 
are to be made through agents. 

In addition to the system of twelve Federal land banks and the national 
farm loan associations of borrowers, the Act permits the establishment of 
joint-stock land banks and authorizes them to carry on the business of 
lending directly to borrowers on farm mortgage seeurity and issuing farm 
loan bonds. These banks must have a capital of not less than $250,000. 
They are under the supervision of the Federal Farm Loan Board, but the 
Government does not lend them any financial assistance. 

The joint-stock land bank is free from many of the conditions imposed 
on the Federal land banks. Subject to the 50 and 20 per cent value limita- 
tion and the limitation as to territory, the joint-stock land bank may lend 
more than $10,060 to a single individual, and it is not restricted to making 
loans for the purposes specified in the case of the Federal land bank. 


Restricts Rates of Interest to Be Charged 


The joint-stock bank, like the Federal land banks, cannot charge an 
interest rate on farm mortgages in excess of 6 per cent, nor shall such 
interest rate exceed by more than 1 per cent the rate of interest paid by 
the bank upon its last issue of bonds. A joint-stock bank is limited in its 
bond issue to 15 times its capital and surplus. 

Among the restrictions placed on these banks under the Act are (1) that 
their mortgages must provide for an amortization system of repayment 
such as is prescribed in the case of loans through the Federal land banks, 


and (2) that they shall in no ease demand or receive under any form or 
pretense any commission or charge not specifically authorized by the Act 
and approved by the Farm Loan Board. 


The bonds of the joint-stock land banks are exempted from taxation. 
Their capital stock, however, is not exempted. 

The law, through the Farm Loan Board, provides the necessary 
machinery for frequent examinations of the banks and the associations, for 
the proper cancellation of mortgages, and for the safe custody of mort- 
gages offered as security for bonds. When any mortgage offered as 
security for bonds is withdrawn, the bank is required to replace the security 
with other mortgages or with other satisfactory collateral. 

Heavy penalties of fine or imprisonment, or both, are imposed for 
violations of the Act, malfeasance in office, fraud, embezzlement, defalea- 
tion, or other illegal practices. 





LARGE INCOMES TO BEAR TAX BURDEN 


BY H. D. WILLIAMS 
Of Merrill Lynch & Co., Investment Bankers of New York 


ik TITE measure now before Congress, designed to take the place of the 
present income tax law is enacted and becomes a law, it will increase 

the normal tax 100 per cent and place a very heavy burden on those 
persons subject to the surtax provisions, that is, persons having an 
income over $20,000 per annum,”* says Mr. Williams. ‘*The effects of this 
law will be felt by a relatively small percentage of the total population of 
the country and will exact what is thought by many to be an unjust propor- 
tion of earnings from those taxable. To illustrate more clearly the increase 
in the surtax, the following table has been prepared. Please bear in mind 


that the percentages quoted are in addition to the normal tax of 1 per cent 
under the present law and 2 per cent under the proposed law.”’ 
This table follows: 


SURTAX 


Present law Proposed law 

Rate pet. on income from on income from 
$ 20,000 to $ 50,000 ¢€ 20,000 to $ 40,000 
90,000 to 75,000 ~ 40,000 to 60,000 
75,000 to 100,000 60,000 to 80,000 
100,000 to 250,000 80,000 to 100,000 
250,000 to 500,000 100,000 to 150,000 
500,000 and over 150,000 to 200,000 
200,000 to 250,000 
250,000 to 300,900 
300,000 to 500,000 

300,000 and over 


What the Income Tax Change Means 


Another table is presented by Mr. Williams which shows the amounts, 
payable for various incomes under both the present and proposed laws, 
together with the increased tax under the proposed law. The computation 
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is based on an exemption of $4,000 allowed for a married man and includes 
both normal and surtaxes: 
Tax under Tax under Increased 

Income present law proposed law Tax 
$5,000 $10 $10 $10 
6,000 20 40 20 
7.000 30 60 30 
8,000 40 SO 40 
9,000 DU 100 D0 
10,000 60 120 60 
15,000 110 220 110 
20,000 160 320 160 
25,000 260 470 210 
30,000 360 620 260 
39,000 460 770 310 
40,000 560 920 360 
45,000 660 1,120 460 
50,000 760 560 
60,000 1,060 wba 660 
70,000 1,360 ‘Se S860 
80,000 1,710 yb 1,010 
90,000 2,110 3,3: 1,210 
100,000 2.010 3,921 1,410 
125,000 3,760 5.67 1,910 
150,000 5,010 vt 2,410 
175,000 6,260 9 42 3,160 
200,000 7,910 wt: 3,910 
225,000 8,760 13,670 4.910 
250,000 10,010 15,920 5,910 
275,000 11,510 18,420 6,910 
300,000 13,010 20,926 7,910 
350,000 16,010 ; 26,420 10,410 
400,000 19,010 31,920 12,910 
450,000 22,010 37,420 15,410 
500,000 25,010 42.920 17,910 
600,000 32,010 54,920 22.910 
700,000 39,010 66,920 97.910 
800,000 46,010 78,920 32,910 
900,000 53,010 90,920 37,910 
,000.000 60,010 102,920 2.910 


May Lead to Shifting of Investments 


As will be noted by a reference to the foregoing table, the tax proposed 
is particularly onerous on those having large incomes and many men have 
given thought as to how the burden of the proposed increase can be reduced. 
Some persons have therefore invested largely in municipal bonds, which are 
tax exempt. A person whose income is largely derived from mortgages ean, 
by reinvesting in municipal, state or first mortgage tax exempt R. R. bonds 
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and dividend-paying stocks greatly reduce the tax and in a few instances, 
eliminate a direct tax. As a matter of interest, several cases of this ¢har- 
acter are here outlined, using incomes of the following amounts: 


Exemption of Taxable 

Case Total Income Married Income 
A $5,000 $4,000 $1,000 
B 10,000 4,000 6,000 
c 15,000 4,000 — 11,000 
D 45,000 4,000 | 41,000 


By changing the form of investments of the cases here cited it has been 
found that the income ean be somewhat increased and the amount of tax 
payable can be greatly reduced through the purchase of non-taxable seeuri- 
ties. Briefly, the results are as follows, based on recent market prices and 
on the proposed income tax: 


Case Increased Income Reduced Tax Total 
A $177.50 $20.00 $197.50 
B 425.00 80.00 505.00 
c 575.00 120.00 ~ 695.00 
D 1,375.00 650.00 2,025.00 


These cases show that all of us should examine our investments with a 
view to obtaining similar results. It is not suggested that the principal be 
invested in highly speculative issues, but that it be placed in municipal, state 
or first mortgage tax exempt railroad bonds, others in standard railroad 
issues and the balance in industrials, as has been done in the eases mentioned. 

In the case of A, we assume that of the total income of $5,000 about 
$3,000 is derived from his business or salary and the balance, $2.000, from 
mortgage investments. Under the old law, he is required to pay $10 per 
annum and under the proposed law $20. Assuming that the mortgage 
investments aggregate $40,000, the sale of the mortgages and reinvestment 
of his capital in bonds and stocks as outlined below would result in an 
increased income of $177.50 and eliminate the tax now paid—a total under 
the present law of $187.50 or $197.50 under the proposed law. By rein- 
vesting about $40,000, representing the capital invested in mortgages yield- 
ing an income of $2,000, the result would be as follows: 


Annual 
5 Cost Income 
15M Municipal, State or First Mortgage Railroad 
Tax Exempt Bonds, 414 per cent basis...... $15,000 $637.50 
100 Pennsylvania @ 561% 5,650 300.00 
40 Union Pacifie @ 1361, 5,460 320.00 
40 Aeme Tea Pfd. a $ 3,880 280.00 
40 Saxon Motor @ 7! 3,160 240.00 
40 Amer. Tel. & Tel. @ 12! 5,160 320.00 
10 General Electric @ 1,690 80.00 


$40,000 $2,177.50 
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Assuming B with an increase of $10,000, of which $6,000 is from salary 
or business and $4,000 from mortgages, he would have a taxable income 
of $6,000. Under the old law this income would be taxed $60 and under the 
new law $120. By reinvesting approximately $80,000, the capital repre- 
sented by the $4,000 income, in stock and bonds as follows: 


Annual 

Cost Income 
$450.00 
800.00 
600.00 
700.00 
600.00 


150 Pennsylvania @ 2 
100 Union Pacifie @ 13614 13,650 
100 Atehison (a 23. 10,275 
100 Acme Tea Pfd.@ $ 9,700 
100 Saxon Motor (a 
30M Municipal, State or First Mortgage Railroad 

Tax Exempt Bonds, 414 per cent basis........ 30,000 1,275.00 


M2 ia ear My ceil AR ARDS od er $4,425.00 


The income would be inereased $425 and the income tax reduced to $20 
under the old law and $40 under the new. 


Where Conservation Shifting Would Pay 


Case C assumes a business man with an income from his business of 
$9,000 and mortgage investments yielding $6,000 per annum who pays 
an income tax under the present law of $110, whereas the new law would 
tax this income #220. By shifting the investments from mortgages to bonds 
and stock, the income can be inereased and the tax reduced to $50 under 
the present law and to $100 under the proposed law. The $120,000, the 
capital represented by the $6,000 income, is reinvested in stocks and bonds 
as follows: 


Annual 
Cost Income 
$8,500 $500.00 
‘ 5,650 300.00 
100 Union Paeifie ; 13,650 800.00 
100 Atchison 10,275 600.00 
100 Illinois Central (a 10,400 600.00 
100 Acme Tea Pfd. @ S 9,700 700.00 
100 Saxon Motor (a ¢ 7,900 600.00 
100 Woolworth @ 136 13,625 700.00 
100 New York Central @ ‘ 10,300 500.00 
30M Municipal, State or First Mortgage Railroad 
Tax Exempt Bonds, 414 per cent basis........ 30,000 1,275.00 


100 U.S. Steel 
100 Pennsylvania 


PONGM Scores nk ccrdnardintd Sata dda WialaeeaaeAee see $6,575.00 
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Should the investor desire to ke more conservative one-half of the 
$120,000 could be placed in bonds as follows: 





Annual 


Cost Inecme 
60M Municipal, State or First Mortgage Railroad 







Tax Exempt Bonds, 414 per cent basis...... $60,000 $2,550.00 
100 Acme Tea Pfd. Gh (Ciba dtiss wleiag sebewe ~ 9,700 700.00 
100 Saxon Motor ME POR dork cncea Saves 7,900 600.00 
100 Illinois Central @ 104.............004. "10,400 600.00 
100 Union Pacifie EN oo at a cavisvejorne 13,650 800.00 
100 Pennsylvania OD) I ono ceeisigverorn ears 5,650 300.00 
100: Chreato: Now West. @ WAT occ 6.5 ccs coeeane 12,700 700.00 







ee eT $6,250.00 


Submits Another Grouping of Investments 









Take again case D, which assumes a business income of $25,000 and an 
income from real estate investments of $20,000, a taxable income of $41,000 
subject to normal tax under the old law at $410 and $25,000 subject to 
surtax under the old law at $250—a total of $660. Under the new law the 
normal tax on this income would be $820 and the surtax would be $300— 
a total of $1,120. By reinvesting about $400,000, the capital represented 
by the income of $20,000, as follows, the income would be increased $1,375 
and the tax reduced to $260 under the present law and to $470 under the 
proposed law: 













Annual 











Cost Income 
)00 Pennsylvania @ BOM ioe scawcaarecs BRO OU $1,500.00 
000 Union Pacific CSL): eae Pe 68,250 4,000.00 
300 Atchison OF Fis sssaens ee. 51,500 3,000.00 
200 Aeme Tea Pfd. Se Diinkacun ketene 19,400 1,400.00 
200 McCrory Stores Pfd. @ 93.............. 19,060 1,400.00 
200 Saxen Motor CE Bkacerscaneve< 15,800 1,200.00 
250 U. S. Steel Oe Wietncctninmannke 21,250 1,250.00 
250 New York Central @ 103.............. 25,750 1,250.00 
150M Municipal, State or First Mortgage Rail- 
road Tax Exempt Bonds, 414 per cent basis.. 150,000 6,375.00 











RRR aaa oh te On LAS eee eat oe ee Re a $21,375.00 










The foregoing instances have been cited for the purpose of indicating 
how a shifting of investments will at times be to the best interest of the 
investor. 


THE RAND-McNALLY BANKERS’ MONTHLY 


THE NATIONAL GUARD 


Here’s to you, citizen soldiers, 
As over the cobbles you hike 

Toward sudden-pitched tents on fresh stubble 
That speedily hope you to strike. 


"Phone, churehbell, door knock, they summoned— 
‘‘At dawn to your armories pop!”’ 

Jobs jumped you for bigger ones ealling 
From factory, office and shop. 


Moulder, chauffeur, clerk or what not, 
Or student just by last exam; 

With black gown searce masking his khaki,— 
‘*All present’’ the world, Uncle Sam! 


Last glance at kid in the eradle, 
Or last word to her who’s said yes, 
And now you’ve sloughed off the civilian 
And now every meal is at mess. 


Europe knew mobilization,— 
We'd read of its fury and fuss; 
Today, with our souls swift awakened, 
You win a new meaning for us. 


Drill-floors unheeded you’d plodded, 
To rifle pits Saturdays fared ; 
But now—searlet thread in our fabric,— 


Good Lord! how we hope you’re prepared! 


1812’s shames and the failings 
That 98 knew,—let ’em rest; 
Not perfect yet, still you are ready 
And keen for your chance and your test. 


Finer still, spirit that faces 

Drudge duty of heat, dirt and dust, 
With only a gamble for glory 

Yet danger of death if you must. 


Back-stop for big brother ‘‘reg’lar,’’— 

With risk that you’ll follow him through,— 
Whatever fate’s toss on the border, 

Three cheers and our hats off to you! 


—Boston News Bureau Poet (B. F. Griffin). 
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By FRANK M. HUSTON 


Financial Editor of The Chicago Evening Post 
Written for The Rand-McNally Bankers’ Monthly 


N THE last few weeks the railway wage controversy is forging to the 
front in the general business situation. It is almost inconceivable 
that anyone, who gives serious thought to economic developments, 
should give any encouragement to anything that would seriously inter- 

fere with the transportation business of this country at this time. Such 
interruption undoubtedly would have a paralytie effect upon business and 
bring to a sudden termination the prosperity that this country is now 
enjoying. The time must come sooner or later when these recurrent demands 
for wage increases will reach the limit. Regardless of the outcome of the 
present controversy the readjustment in the wage scale will come. Some 
of the brightest minds disagree widely on the future general readjustment 
that will follow the war. 


The political situation is also a factor having a bearing on this wage 
controversy as naturally the administration at Washington will use every 
effort to avoid a clash between the railroads and their employes, but at 
the same time there is a limit to the concessions that a railroad with a 
fixed unit of income can make in such a controversy even in face of the 
present abnormal earnings, because of the abnormal character of those 
earnings. 


Business Men Pile Up Profits 


It is sometimes easier to ignore certain phases of a situation such as 
the business world is now experiencing than to delve into the features that 
may lead to unpleasant consequences. In the first place business men gen- 
erally are piling up profits and when they are prosperous—whether their 
prosperity is of the substantial or the less substantial character—they are 
not inclined to look forward to the possible unpleasant developments but 
are more disposed to accept the prosperity at its face value rather than 
at its actual worth. 

Several months ago attention was called by the writer to the fact that in 
the developments following the outbreak of the war we were likely to run 
into a period of apparently great prosperity which ultimately might unbal- 
ance the world’s financial situation. The present trend is decidedly in that 
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direction. We are accumulating gold so rapidly that we are depleting 
the treasuries on the other side of the Atlantic and are weakening their 
credit position. We are increasing our wealth very rapidily and gold naturally 
follows wealth. 


Gold Holdings Above Normal 


It is estimated that we now have approximately three-quarters of a 
billion dollars gold in excess of our normal holdings and these aggregated 
larger than those of any country in the civilized world. Today, undoubtedly 
we hold more gold than any country by a large margin and our gold require- 


ments, if anything, are less than they were two years ago, because of the 
enormous credit balance that we have piled up abroad, adding to our ability 
to draw gold when needed. 

The time must come when we must be more liberal and distribute some 
of this excess gold accumulation if the financial situation, speaking inter- 
nationally, is not to be seriously disturbed. Whether this be done by direct 
loans to the European countries, in which the proceeds of the loan are to 
be turned over to them in actual gold, or in some other manner is a problem 
that must be worked out. Bankruptcy in Europe is not likely to be con- 
ducive to any considerable degree of prosperity here. We are too closely 
interlinked with the civilized countries on the other side of the Atlantic 
to permit of our escaping the effect of any such a development as bank. 
ruptey. 

The situation, therefore, calls for a liberal policy; one that will enable 
the maintenance of the gold standard as a measure of value. Excessive 
holdings of gold here naturally tend to cheapen our cireulating media and 
the cheapening of our currency necessarily is attended by inflation in 
prices generally. The experience of Virginia and Maryland in the early 
days, when tobacco was the basis for a cireulating media illustrates very 
strongly the point in mind, although it is an exaggerated illustration and 
does not necessarily apply in full foree. 

The point is, however, that if this war continues, for any considerable 
time as now seems probable, and European countries continue to lose their 
gold. and to pile up their I. O. U.’s they may find themselves in a position 
where some other basis than gold may be foreed upon them and in that 
event this country not only will suffer through depreciation, but will have 
lost her greatest opportunity to assume a position as the world’s banker. 
Experience teaches us that the hoarding of gold in times of financial stress 
in excess of actual requirements is not only a detriment to the banks but 
to business generally. It was for this purpose that the more scientifie bank- 
ing methods provided in the federal reserve act was put into force. 


Foreign Business Increases Problems 


Increased business from across the Atlantic, while desirous, naturally makes 
for an increased shortage of labor and the rougher materials. Necessarily this 
also has a bearing upon the capital situation, as it tends to augment the accumu- 
lation of gold in our banks and treasuries at a time when it is not needed. 

This has a tendency to deplete countries that are our customers of gold 
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reserve, but it should be kept in mind that gold follows wealth and in the last 
year or more this country has been creating and accumulating wealth at an 
abnormal rate. Unfortunately, we are not as experienced in the matter of 







handling credits as are some of the European countries and in the very nature 
of things we require a larger gold reserve than does Great Britain, because of 
our inexperience and lack of so efficient a credit system as England. 


Must Perfect Our Credit Methods 


‘ 



























This is a feature that calls for thought and attention. If we are to take 
advantage of the opportunities that have come to us witu the European war 
and subsequent events, we must expand and perfect our credit methods and make 
our new wealth and attendant accumulation of gold perform its function to the 
fullest extent. This must be done to increase and hold our foreign business 
and to protect our domestic situation. Such an accumulation of gold, if hoarded, 
would serve no good purpose and if not wisely used in expanding our trade is 
likely ultimately to result in wild speculation and undue inflation of our credit 
at home. 

Some expansion of credit, naturally, is now being experienced here, and in 
face of the market boom in munition stocks a few months ago, it would not be 
unreasonable to expect a broad and possibly wild speculative stock market, 
including the railroad shares, immediately following, if not before, the end of 
the European war and before the general readjustment to the post bellum 
conditions sets in. We have added to our wealth and this brought gold. We 
must use this gold accumulation wisely to get the best and most far-reaching 
benefit from it. 


Should Perform Full Banking Function 





Of course, this latter problem is susceptible of a satisfactory solution. It 
simply means that if we are to continue to handle this enormous export business 
we must perform the functions of a broad-gauged banker not only in extending 
credit to our customers abroad but in protecting their credit through the exten- 
sion of material assistance and conserving their gold reserves. As has already 
been pointed out, the hoarding of anything is detrimental, not only to the world 
but to the person hoarding, as it deprives the many of things needed and serves 
to disturb the general situation to the detriment of the person causing the 
disturbance, as well as to others. 



















America’s opportunity is before her. She must, in some way, relieve 
the tension that is growing on the other side of the Atlantic and in some 
manner distribute her excess gold holdings so that they will perform their 
proper functions or she must suffer the consequences later on through a 
disturbed world’s credit situation and possibly an unsettled monetary 
condition. 

At least this is the way the situation appears to many who have given 
the subject serious thought. At the moment there is nothing in the situa-’ 
tion that need cause immediate apprehension but it is time to give serious 
thought to the problems of a financial character that confront us. 
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Crop conditions are once more becoming the overshadowing feature of 
our domestic financial and business situation. War orders are important 


in themselves because of the vast volume of munitions going into foreign 
markets and because of the contribution that their value involves in build- 
ing up our credit balance. 

At the same time it is to our agricultural production that we must 
turn as a basis of real prosperity. War orders may cease over night as a 
result of prospects of a restoration of peace. But the people of Europe 
must be fed and they must clothe themselves and our farm products are 
essential, especially at this time. Cotton is an exceedingly important factor 
as are wheat and other cereals. The European war has destroyed an 
enormous amount of cotton and woolen. There is less ‘‘shoddy’’ available 
in the world today, probably, than at any time in modern history for the 
reason that the cotton and woolen goods that goes to supply the armies 
is either completely worn out and destroyed or buried with the soidier. 

This means an increased demand on the cotton fields, which will con- 
tinue after the war is over. It will require months and possibly a year or 
two to get the European armies disintegrated and the individual units 
back into productive industries. Meantime these men and their families 
must be fed. Europe will be woefully short of horses and the necessary 
machinery for farming in many instances. Munition factories must be 
reconverted into their normal lines of production. All this means read- 
justment to new conditions. 


America Will Be Handicapped 


Much has been said of late regarding a world’s trade war which many 
predict will follow a restoration’ of peace in due time and will be the 
bitterest that has ever been known. There are some who do not agree 
with this. It is certain, however that on the present basis of wages the cost 
of raw materials and other elements entering into our manufacturing 
industry that the American manufacturer is handicapped in meeting what 
would naturally be the normal conditions in Europe. The cheaper pro- 
duction of manufactures abroad, however, may be offset by means of 
tariff legislation to some extent. This applies to our own market but no 
legislation can adequately control outside, where American manufacturers 
must compete on equal terms with the world. 

It is evident, therefore, that American wages, which have advanced to 
phenomenal levels due to the industrial activities in this country, coinci- 
dent with the shortage of labor and the enormous demand, must readjust 
to more nearly the European levels or European wages must readjust to 
more nearly our levels, if we are to hold our position in the world trade, 
so far as our manufactured products are concerned. 


Organized Labor May Resist 
In the instance of highly organized labor, such a readjustment means 


a bitter resistance, unless a period of depression takes place and forces a 
readjustment. The latter process necessarily means a loosening of our grip 





. 
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on European trade, temporarily at least. The effect of a bitter resistance 
on the part of labor, so far as our foreign trade is Concerned will depend 
to a considerable extent upon the length of this period of resistance. 


Of course our munitions business will disappear with the war to a very 


large extent and it should be remembered that a considerable part of our 
increased export trade consists of war materials. But it is well also to 
bear in mind that the exports of a peaceful character to the markets which | 
temporarily have been abandoned by foreign manufacturers as a result of 
the war is considerable. It is also well to remember that Germany has been 
out of our markets for nearly two years; that she has been deprived of 
meat and other products that for a time may be considered as a luxury 
but subsequently will become a part of her regular diet—and that this 
supply will come largely from America. 


Cereal Exports to Be Big 


To that extent we will make up some of the loss caused by the cessa- 
tion of munition orders. Furthermore Europe will continue to take our 
surplus cereals in considerable quantities but probably at a lower price than 
at the present war values. 

It is obvious, therefore, that these foreign markets cannot be held per- 
manently without great competition and energetic cultivation. We are at 
a distinct disadvantage because of the lack of carrying facilities flying 
the American flag. The need of merchant marine was brought home to us 
with considerable force in the early days of the war when the German 
raiders were on the high seas. This need will be brought home to us with 
even greater force when the war is over, and we find that the great carrying 
forees of England, France and Japan are being utilized to stimulate the 
rebuilding of their own commerce and to the disadvantage of American 
commerce. 

Agriculture Backbone of Prosperity 


It is evident, therefore, that our great agricultural production is the 
real backbone of a continuation of prosperity, and that it is to this feature 
that we must look rather than to the munition business and to the attempt 
to hold foreign markets for our manufactured production. For if in the 
bitter competition abroad for the world’s markets we meet with reversals, 
as is ikely we must rely upon our own buying power to keep our factories 
going and there is nothing upon which they are so dependent as upon 
good crops. 

Nature has smiled ‘bountifully upon the American people in former 
years. We have had some reversals in the form of crop damage but these 
are being made up by market value enhancement, to a considerable extent. 
There has been some serious deterioration in wheat but taking it all in all 
indications promise well for an average production for the current season. 

Another big loan of credit has been extended to one of the belligerent 
countries of Europe. This time it is France who benefits directly by this 
loan but the business men of this country in time will receive the indirect 
benefit from that, as the proceeds are to be used here in payment for war 
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materials either already, or to be, contracted for. Whether or not this 
loan will act as a stimulus for further war orders remains to be seen, 
There is reason to believe that it will to some extent at least and this will 
check the feeling of apprehension that during the last few weeks has been 
spreading over the country that the war business is beginning to fall off 
in anticipation of the restoration of peace. 


New Loan Most Popular 


The French loan has proved the most popular of any of the European 
credit arrangements, it being the first to be offered to the public, having 
behind it as collateral securities of neutral countries and of American ecor- 
porations. It will be recalled that this was the character of the loan 
insisted upon when negotiations were started for the $500,000,000 Anglo- 
French credit but at that time it was impossible to amass the desired 
securities so that they could be used as collateral for such a loan. 

This loan has an additional feature which makes it attractive, in that 
it is the direct obligation of an American corporation, which acts as an 
intermediary and stands sponsor for it. While the notes of the American 
Foreign Securities Company bear 5 per cent it is offered to the public 
for subseription at a price which brings the yield up to 5.73 whieh is au 
unusual return of such a high grade governmental obligation. 


Meets with Favor in West 


The most reassuring feature, however, is the attitude of the investing 
publie in this country towards the loan, especially the West. The Anglo- 
French loan while taken largely in the East was not especially popular in 
the middle West and the far West but they subscribed liberally in the 
Northwest where the Ilill interests were at work. Subsequently it grew 
in popularity and individual investors bought somewhat liberally of this 
loan. In the present instance, however, investors in the Middle West and 
West were sufficiently interested to telegraph in their subseriptions to the 
French loan which is an indication that a collateral loan is more desired 
in the sections west of the Alleghanies than is a straight joint governmental 
obligation of England and France. Even the Russian credit loan was taken 
rather liberally in the West, indicating that the investing public is becom- 
ing educated to these foreign loans. 

To those who have given the subject careful consideration it is obvious 
that it is necessary for this country in order to hold its position in inter- 
national trade to extend credit to its European customers both liberally 
and along conservative lines. This it seems to be doing. England’s great 
power as a nation is due chiefly to its far-reaching banking facilities and 
credit extensions. In the present war England has used her eredit liberally 
in assisting her allies and her power in the time to come when peace shall 
be restored will manifest itself through these affiliations. With Russia, 
Italy, France, and even England as our debtors we will be in a much 
stronger position to remain at peace with the world than were we totally 
independent of those countries. As a ereditor nation we will have a dis- 
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tinct advantage in meeting that trade war which many believe will follow 
the restoraton of peace and will be one of the bitterest that has ever taken 
place in international commerce. 

Nor are the allied countries sufficiently entrenched in their finances to 
cease to call upon this country for a further extension of credit. An indica- 
tion of this is found in the apprehension which manifested itself in London, 


regarding the possibility of a monetary stringency here, in the early part 


of July. No one in close touch with the real conditions in this country, 
however, has had any fear of a return to the spectacular money rate 
advances which would have been certain under ‘similar conditions a few 
years ago. 

In the first place the facilities of the federal reserve banking system 
are a Sufficient safeguard in this respect. But it does not appear unreason- 
able that the condition of overwhelmingly redundant money which has been 
such an important factor in the strength of the securities markets has 
eulminated and that there necessarily will be a curtailment of buying by 
money interests which because of the low rates available and other channels 
for their funds were encouraged to enter the market as purchasers of 
investment securities. 

Farmers’ Demand a Factor 


We have, however, reached a period where the crop demand for funds 
must be reckoned with as a factor in a sustained demand well into the 
fall, and this necessarily will stimulate a firmer money, market than has 
been experienced in the months past. The flurry of the July money mar- 
ket passed with the return of the heavy disbursements on dividend interest 
and other aceounts to the banks. But throughout the West money con- 
tinues to rule on a more nearly normal rate than has been experienced 
since the beginning of the redundaut period. At the same time funds are 
plentiful. 

There is nothing in this situation, therefore, that should cause any 
apprehension. Business for a time has required more credit at the banks 
than formerly, for reasons which have already been explained. This has 
resulted in a reversal of bankine conditions, and has created a sufficient 
demand to put loans on a profitable basis from a banker's point of view. 
At the same time interest rates are still below normal for this season of 
the year, and with the federal reserve machinery available for rediscount- 
ing there is no reason to look forward to any stringeney. 


Loan Only Temporary Effect 


Nor need the French loan be regarded as a factor having more than 
temporary effect for the reason that while the loan aggregates $100,000,000 
the proceeds are to be extended here and consequently will remain in our 
banks available for distribution among those who have contracts with the 
French government as deliveries are made. 

Gold imports continue to be a factor and it is estimated that these 
shipments of the .precious metal direct from the other side or through 
Ottawa will continue until well towards the end of the war. This Great 
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Britain and France will probably find necessary in order to maintain their 
balances in New York. The merchandise exports of this country for the 
year ended June 30 amounted to $4,345,000,000 and the imports $2,180,000.- 
000, making the total foreign trade volume for the fiseal year more than 
$6,500,000,000 a sum never before approached. Additional securities are 
being forwarded here for sale which of course is a market factor. 


Makes Banking Healthier 


The developments in the money market, especially the demand spring- 
ing out of the manufacturers’ borrowings are likely to prove advantageous 


in the end or they will serve to justify the banker's position of conserv- 
atism and to offset the criticism of bank stockholders at the reduced earn- 
ings of banks because of ultra-conservatism of bank management. 

Money at the present time is not high. In fact rates are still a shade 
below normal, for this season of the year, and with the facilities for redis- 
counting and a sound banking position there is no basis for apprehension 
for any money stringency in this country. For a time there was in evi- 
dence a degree of hesitancy in many lines of business, not a hesitancy that 
spells depression but a halting one, until there could be a readjustment to 
the new conditions. So far as the security market is concerned this pause 
was beneficial in the end because it spelled deflation in values where there 
has been an excessive inflation, due to the abnormal earnings of munition 
companies, motor companies and other concerns that have profited by for- 
eign orders but which have failed to take into consideration the gradually 
increasing cost of materials, labor and other factors. This readjustment 
if it does not spread to the standard stocks should put the security market 
in a deeidediy healthy position. The standard stocks have been held in 
check chiefly because of the steady but orderly liquidation of European 
holdings and enormous amounts of foreign owned securities have been 
resold in this market. Many of them no doubt are now held by people 
amply able to carry them but who are awaiting a higher market. 

Naturally this liquidation by Europe which has reached an enormous 
volume in the aggregate during the last two years has held standard issues 
in ¢heek while the more spectacular specialities under the war-bride boom 
have been inflated in market value. Hence it would seem likely that except 
from sentimental influences the standard issues would show considerable 
resistance in a declining market. Much, however, depends upon the atti- 
tude of foreign governments controlling this liquidation. 


RIGHT 


The man who says: ‘‘I ean’t’’ is lost, 
The world will pass him by 

To help the man at any cost 
Who simply says: ‘‘I’ll try.’ : 
—Cincinnati Enquirer. 








BANKERS’ ASSOCIATION NEWS 


Bankers’ Convention Colonies 


Date STATE Town 
SG BRR 5c: OMI a ciciscic soses secret Columbus. . 
Sept. 20-22 ... Inst. of Blg........... Cincinnati 
Sept. 25-30....Amer. Bkrs. Assn...... Kansas Ci 
Oct. 2-4....... Invst. Bkrs. Assn..... Cincinnati 
Oct. 26-28. Farm Mortgage B. A.. Memphis 
Nov. 10-11... ./ IN iis 0c r ene 


Special trains are to be run over prac- 
tically all the big railroad systems of the 
country to accommodate pilgrims to the 
convention of the American Bankers <Asso- 
ciation, at Kansas City, September 25th. 
The New York Central will conduct three 
separate tours for the benefit of bankers 
journeying to the gathering. Tour A leaves 
New York September 9th arriving in ample 
time for the opening of the convention after 


a visit to Yellowstone Park and other 
interesting spots en route. Another tour 
is conducted after the close of the meet- 


ings, Estes Park being the principal stop- 
ping off point. The third train leaves New 
York September 2ist and goes direct to 
Kansas City for the gathering. 


The program for the meetings of groups 


of the Missouri Bankers Association has 
practically been completed. Meetings of 


the four groups of bankers in the northern 
half of the state will be held in Hannibal, 
St. Joseph, Sedalia and Chillicothe, October 
20th to 23d and in the southern half in 
St. Louis, Charleston, Springfield and Eldo- 
rado Springs, October 27th to 30th. 
Already the farm loan board is besieged 
with requests from cities all over the coun- 
try for the honor of having a loan bank 
located in their section. In many instances 
these requests come together with endorse- 


ty. 
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SECRETARY 


B. Rankin, So. Charleston. 
. Allen, New York. 

F. E. Farnsworth, New York. 
F. R. Fenton, Chicago. 

H. M. Hanson, Chicago. 
Morris Goldwater, Prescott. 


ments, petitions, etc., in the hope that this 
will serve to influence the board. The agri- 
cultural committee of the Louisiana State 
Bankers’ Association recently passed reso- 
lutions endorsing New Orleans as the loca- 
tion for one of the banks. The committee 
also endorsed the proposed trip by the Agri- 
cultural State Uni- 
versity Department of 


Louisiana 
State 


College of 
and the 
Agriculture. 

Milwaukee has entered the contest for 
the honor of entertaining the 1917 conven- 
tion of the American Bankers Association. 
This méans that the tight the next 
year’s meeting will virtually center around 
the delegates representing Wisconsin and 
Ohio, Cleveland hot the 
prize. 


for 


as also is after 


Ample entertainment will be provided for 
the ladies who visit the convention of the 
25th. Under the 
leadership of Mrs. J. W. Perry a women’s 
committee has been hard at work to make 
the visit enjoyable to the wives of the 
delegates and visitors. 


association September 


In the way of social 
affairs many things have been provided. 
There is to be a dinner at Convention Hall 
for both combination 
musicale, vaudeville, dance and smoker. In 
addition there will be motor drives for the 
women, teas. luncheons at the various clubs, 


men and women, a 


\ 
} 
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and other enjoyable affairs to be partici- 
pated in by both sexes. The 
well as the side of the convention 
will be wound up with the ball at Conven- 
tion Hall. 


business as 
social 


Resolutions were recently adopted by the 
West Virginia State Bankers Association 
providing for a reduction in the rate of in- 
terest paid upon interest bearing deposits 
trom 4 per cent to 3 per cent, the new rate 
to take effect January 1, 1917. It 
that banks will not 
carry any portion of their reserve with any 


was 
agreed association 
bank that refuses to adopt the new rate. 
Another resolution condemned the law re- 
quiring banks to furnish bonds to secure 
public deposits and urged its repeal, 


Visitors to the convention of the Ohio 
Bankers Association will have all the more 
incentive for making that it is 
the silver anniversary of the association. 
The meetings will open September 12th at 
Columbus and every phase of the convention 
will be well taken care of. 
be delivered by 


merry in 


Addresses are to 


capable men on leading 


topics of Entertainment of a 


suitable 


the day. 
character lias been arranged and 
all in all the gathering promises to be suc- 
cessful from every standpoint. 


Announcement has been made that 
among the speakers at the annual conven- 
tion of the Kentucky Bankers’ Association, 
to be held in Padueah, Ky., during Oc- 
tober, will be William J. Burns, detective, 
and W. S. Kies, vice president of the Na- 
tional City Bank of New York. 

An outdoor dance 
lake 


tainments 


and barbecue on the 
among the enter- 
offered the Bankers 
Association, in convention sessions at Madi- 
son, Wis., August 8th and 9th. The sessions 
were held at the state capitol, except one, 
which was held at the live stock pavilion 
of the state college of agriculture, where 
tuberculin tests were administered and cat- 
tle slaughtered to prove the effects of such 
tests. discussed were: 
School Savings Banks, Real Estate Titles, 
Business Preparedness, Handling of Sight 
Drafts, Remitting for Checks, and Amend- 
ments to Banking 


shore were novel 


Wisconsin 


Banking subjects 


Laws. <A special stag 
dinner was held the night before the con- 
vention opened, with Fred J. Carr, Hudson, 
as “ring master.” 


TRUMBULL ON RAILROADS 


PEAKING before the annual conven- 
tion of the National Hay Associa- 
tion, Frank Trumbull, chairman of 

the Chesapeake & Ohio Railway Company, 
and, also, chairman of the Railway Exeeu- 
tives’ Advisory Committee, on the subject 
of railway regulation, in part, said: 


‘Railway administration of today in this 
country is as honest as any other business. 
Notwithstanding this, railway directors and 
officials accept the principle of regulation 
because railroads are service 


public cor- 


porations. I might entertain you with a 
long history of various attempts at regu- 
lation with the so-called 


Granger Laws followed later by the Inter- 


commencing 


state Commerce Law enacted twenty-nine 
years ago and both in turn followed by 
hundreds upon hundreds of statutes enacted 
by federal and state governments. 
is sufficient 


But it 
for this occasion to say that 
these endeavors, due to a variety of motives, 
have all been of a piecemeal and _patch- 
work character. 
blood 
Railway 


The time has arrived for 
instead of 
legislation 


remedies court plasters. 


has been more con- 
spicuous for quantity than quality and leg- 
islation and regulation are not synonymous 
terms.” 


Mr. Trumbull said regulation meant “to 


put in good order,” as, for 
watch or clock; and then de- 
clared that we have not obtained real reg- 
ulation to date. 


House 


instance, to 
regulate a 


He cited a report of the 
committee on interstate and for- 
eign commerce, recommending the passage 
ot the Newlands resolution for a_ joint 
inquiry into the whole problem of railroad 
regulation, both state and federal. This 
report set forth that our system of rail- 
road control was irregular and_ sporadic, 
and that it was not a uniform. compact 
structure. 


Emphasizing the importance of the rail- 
road and the necessity for dealing with it 
equitably and Mr. Trumbull 
quoted the views of President Wilson, for- 
mer Presidents Roosevelt and Taft, the 
Massachusetts Public Service Commission 
and United States Senator Underwood. He 
read an editorial from the railroad engi- 
neers’ official organ, which said: “The 
great thoroughfares should have one boss 
instead of forty-nine, and the rate-making 


sensibly, 


(Continued on page 65) 





NOTES OF INTEREST TO BANKERS 


Bank buildings in Philadelphia are under- 
Each bank 
tries to outdo the other in beauty of struc- 
ture. Several contracts have been placed 
of late for either remodeling or 
a new home. 


going a period of reconstructon. 


erecting 
The Colonial Trust Company 
has specified for a twelve story bank and 
ottice building; plans for the alteration of 
its present home have been O. K.’d by the 
People’s Bank; arrangements are 
completed by the National 
3ank for the modern one 
story building; and directors of the Dela- 
ware Trust Company recently decided on 
the erection of a $1,000,000 
Market and Ninth streets. 


being 
Northwestern 
erection of a 


building at 


T. Frank Manville, president of the H. 

W. Johns-Manville Company, has been 
elected a director of the Fifth Avenue Bank 
ot New York. 
Rockefeller on August S was 
elected to succeed Henry C. Frick on the 
board of directors of the National City 
Bank of New York. Mr. Rockefeller’s 
father, William Rockefeller, is also a direc- 
tor of the National City. 


Percy 


George C. Marlitt, assistant cashier and 
auditor of The Heard National Bank of 
Jacksonville, Fla., died suddenly a_ short 
time ago. Mr. Marlitt was 50 years old 
had with the Heard National 
from the time of its organization, 


and 
Bank 


four years ago. 


been 


Officers of the National Corn Show of St. 
Paul have been negotiating for the exhibits 
of the Exchange National Bank Corn Show 
to be held in the bank’s lobby in Spokane, 


Wash., in November. 
exhibits are to be sent. 


Only the winning 


Use the coupons and insure your busi- 
ness sent to Bonded Attorneys listed in 
the Rand-McNally Bankers’ Directory. 

J. G. White Engineering Corporation has 
been awarded the contract for the design- 
ing, engineering and construction work in 
connection with extensions and improve- 
ments to the 
power 


present electric light and 
located at South Norwalk, 
Conn., and the installation of an ornamental 
street lighting system in the second taxing 
district of the City of Norwalk. 


station 


A new bank was opened in Omaha, Neb., 
Aug. 1 under the name of the American 
State Bank, with M. F. Schetfer as_presi- 
dent and L. M. Swindler as cashier. 

Permission has been granted the National 
City Bank of New York for the establish- 
ment of several branches in Russia. Banks 
are to be opened in the near future at 
Moscow and Petrograd. The latter bank 
will open some time in September. 

The resignation of Charles T. Baisley as 
vice president of the Whitney-Central 
National Bank of New Orleans, has caused 
some promotions and the addition of a new 
vice president. The directors elected 
Charles de B. Claiborne vice president to 
succeed Mr. Baisley. Mr. Claiborne has 
been prominent in financial circles, having 
been president of the Cosmopolitan Bank 
before it became the Exchange Bank, 
which in turn was bought by the City Bank 
and Trust Company. 
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John B. Ferguson, who has been cashier of 
the Whitney-Central National Bank 
eral years, also was made a vice president, 
but retains the position of cashier. 


sev- 


Mauritz 
Pyk, who recently returned to the employ 
of the bank from New York, was elected 
a vice president. 


Mr. Baisley will become a partner in the 
banking firm of J. 
York September 1. 


S. Bache & Co. of New 


R. E. Donnell has been elected president, 
V. I. Witherspoon vice president and Albert 
S. Britt, secretary of the Southern Bank 
& Trust Company of Nashville, Tenn. 
These elections follow the resignation of 
President EK. T. and Cashier W. L. 
Looney. 


Lewis 


For Safety and Service, send your legal 
work to Bonded Attorneys listed in the 
Rand-McNally Bankers’ Directory and 
List of Attorneys. 

With an enlargement of its board of 
directors by fourteen members and the 
formal voting of the proposed increase in 
capital stock from $500,000 to $1,500,000 
the Cleveland National Bank, Cleveland, 
Ohio, recently started on a new career. 

Further steps in the reorganization will 
follow shortly when additions to the operat- 
ing staff of the bank will be announced. 

Interests identified with the Guardian 
Savings & Trust Co., with the election of 
new board members, the 
Cleveland National. 


now dominate 


P. A. S. Franklin on August 1 was elected 
a director of the National City Bank of 
New York succeeding P. A. Valentine, re- 
signed. Mr. Franklin is connected with the 
International Mercantile Marine Company. 

Capital stock of the Morris Plan Com- 
pany of New York is to be increased from 
$500,000 to $1,000,000. 

Finger Prints will be used to indorse 
checks by patrons of the Third National 
Bank who are unable to write, after August 
1, and by the Mercantile Trust Co., both 
of St. Louis, as an aid to the many alien 
depositors in its savings department. Many 
of the foreigners can neither read nor write 
English. The system to be used has been 
indorsed by the American Bankers’ Asso- 
ciation, and is in in than 150 


use more 
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banks in this 


simple and 


country. The method is 
annoyance to the 
It is based on the fact that the 


marks on the fingers never change, and no 


free from 


customers. 


two persons have similar marks. 

the Franklin Trust Com- 
pany of Brooklyn will be opened at the 
corner of Flushing and Washington ave- 
nues, Brooklyn. early in September. 


A branch of 


Kansas state banks had $4,000,000 more 
deposits at the time of the last call than 
they had on the call preceding. $16,000,000 
more than a year ago and $45,000,000 more 
than two years ago. 

J. B. Pike has been elected active vice 
president of the Heard National Bank of 
Jacksonville, Fla. Mr. Pike resigned as 
the Federal Reserve Bank of 
Atlanta to accept his new position. 


cashier of 


Theodore Rheinboldt, manager foreign ex- 
change department of the Mellon National 
Bank, Pittsburgh, has tendered his resigna- 
tion. Mr. Rheinboldt followed a call to 
Pittsburgh in 1903 from the Old First 
National Bank, accepting the position as 
assistant manager of its foreign depart- 
ment, and in 1909 allied himself with the 
Mellon National in the capacity mentioned. 
He intends returning to New York. 

The Cleveland Trust Co. 
announced recently that another 
bank will be opened by the trust com- 
pany at Lorain Avenue and W. Ninety- 
ninth Street. The branch will be opened 
for business September 15. It will be in 
charge of Wm. Heinrich. Mr. Heinrich will 
retain the managership of the Liberty and 
Brooklyn banks, which he now holds. 

The branch will make 
branches of the Cleveland Trust Co. 


of Cleveland 


branch 


new fifteen 


Announcement has been made in Louis- 
ville of the organization of the Industrial 
Investment Co. to operate a Morris plan 
bank. Several prominent men 
and bankers are connected with the organi- 
zation. The officers and directors are At- 
wood R. Martin, president: Ben S. Washer, 
secretary; Darwin W. Johnson, vice presi- 
dent: Philip FE. Allison, treasurer, and 
Edward S, Gottschalk, director. The organi- 
zation proposes to combat the evils of wage 


business 












pledging and to loan money to wage earners 
of Louisville at a legal rate of interest. 
The announcement from Washington that 
President Wilson had 
tion of Charles 8. for reappoint- 
ment to the Federal Reserve Board for a 
ten-year term is very pleasing to the bank- 
ers of the United States. 


sent in the nomina- 
Hamlin 


The action of the 
President, just a few days before the ex- 
piration of term of 
office, set to rest the suggestive rumor cur- 
rent some time ago that the Chief Execu- 
tive would hold the position open until 


Governor Hamlin’s 


after the November election with the view 
of selecting William G. McAdoo, secretary 
of the treasury, as Mr. Hamlin’s successor 
in the event that Mr. Wilson was defeated 
by Justice Hughes. 

Chase National Bank of New York stock- 
holders will vote on September 7 on inereas- 
$5,000,000 to $10.- 


shares will be 


from 
50.000 


ing the capital 
000,000. The 


offered to holders at par. 


new 
The right to sub- 
scribe constitutes a dividend of about $500 
a share. 


Announcement is made that J. 
Day has been named as vice president of 
the City National Bank at Dallas, succeed- 
ing to the position vacated by J. Howard 
Ardrey when the latter went with the 
National Bank of Commerce in New York. 
It is also announced that the City National 
Jank began work on a new addition to its 


Dabney 


handsome bank building on August 1. The 
addition wil! duplicate the present bank 
building and double its banking room. Base- 


ment vaults and other up-to-date equip- 
ment will be installed, it is announced. ‘The 
building occupies a prominent downtown 
corner, and is only two stories in height, 
after the fashion of at least one New York 
bank structure. 


Turn to the Index ‘‘Lawyers’’ in the 
Rand-McNally Bankers’ Directory and 
read the first few pages. They will 
interest you. 

Roy H. Griffin has resigned as vice presi- 
dent and director of the People’s Trust and 
Savings Bank of Chicago, effective Septem- 
ber 1st, to become vice president and a di- 
rector of the Citizens’ Commercial Trust 
Company of Buffalo, N. Y. Mr. Griffin was 
a federal bank examiner prior to becoming 
associated with the People’s Trust. 





NOTES OF INTEREST 





TRUMBULL ON RAILROADS 


* 
(Continued from page 62) 


should be done by one factor of the gov- 


ernment.” 

“Men of all classes 
and of all shades of political opinion are 
that the 
portation question is a national 
Ideal Now, if you and 


other shippers and the people who travel 


Continuing, he said: 


realizing more and more trans- 
problem 
and not a issue. 


in passenger mail 


and parcels post carried by the railroads, 


trains or who receive 


and railway directors and officials are all 
agreed that the propriety of regulation is 
no longer in dispute—surely all of us _ to- 
able to get 


diseuss the 


gether ought to be down to 


business and whole question 
from the standpoint of the public interest. 

“We may, therefore, ask ourselves, is it 
in the public interest (1) that the rail- 
roads of this country are required to make 
over two million reports per 
state 


rates are 


annum to 
various tribunals; (2) 
that only two cents 
per mile in some states and higher in more 
populous: states; (3) that wagonloads of 
testimony are submitted to various state 
tribunals to that 
ought to be higher after a corresponding 
laborious inquiry by the Interstate Com- 
meree Commission, the result of which was 


federal and 


passenger 


prove passenger rates 


a finding that passenger traffic is not pay- 
share; (4) that pass 
extra-crew laws and other states refuse to 


ing its some states 


pass them; (5) that one shipper-—the post 
office department—determines rates of pay 
to the railroads when other shippers are 
(6) that pub- 
required by 
divided authority to violate the spirit of 
Section 2 of Article 4 of the Constitution of 
the United States which declares that: ‘The 
citizens of each state shall be entitled to all 
privileges and immunities of citizens in the 
states; (7) that publie tribunals 
have said in some eases that rates by one 
line may be 
the cost of 
penalizing superior location and construe- 
tion: (8S) that wages of steel workers, coal 


deprived of such a privilege; 


lic service. corporations are 


several 


higher than another because 


production is higher, thereby 


miners and others are voluntarily increased 


by employers and_ these then 
passed along to the consumer, including the 


railroads, without 


increases 
similar flexibility in 
favor of railroad investors and two million 
employees?” 


“Our regulation,” said he, “is locomotor 
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ataxia, a disease of the spinal cord char- 
acterized by peculiar disturbances of gait, 
and difficulty in coordinating voluntary 
movements. Now the federal government 
may be likened to the spinal cord of our 
political system. Congress can, if it wiil— 
and without any constitutional amend- 
ment—act in these matters in behalf of all 
the states. Any fear of too much centrali- 
zation could be easily overeome by regional 
commissions, similar to the regional treat- 
ment of national banks.” 


Discussing the question of railroad credit, 
Mr. Trumbull pointed out the necessity for 
private capital investment in railroads; 
but this, he declared, was only possible 
where a fair and reasonable return could 
be obtained. And this, in turn, said he, 
depended upon equitable and compensatory 
transportation rates. Railroad investors 
were quite willing, said the speaker, to 
have railroad securities supervised by the 
federal government, which could act in be- 
half of all the states; but they were hesi- 
tant to trust the work of nineteen con- 
flicting state commissions. 


Pointing to the debt of the railroads as, 
approximately, $11,000,000,000, and the 
stock to about $7,000,000,000, he asked: 
“How long would your bankers do business 
with you if you were attempting perma- 
nently to borrow eleven dollars for every 
seven you put in the business yourself? 
Who would buy bonds or stock on returns 
of only prosperous years?” 

Declaring that railroad returns for the 
fiseal year ended June 30, last, were about 
5% per cent on property used by the pub- 
lic, as against about 4 per cent for 1915 
and less than 4 per cent for 1914, he asked: 
“Is there any prosperous private business 
in the world that yields so small a return? 
Surely in no business is it conservative to 
draw out every year all the profits? How 
long would your bankers be cordial if you 
were to draw out every year all of your 
profits instead of building up reserves or 
adding to the real value of the property?” 

Mr. Trumbull then cited numerous illus- 
trations of discriminations and costly re- 
sults to railroads and public under our 
two-headed state and federal system of reg- 
ulation. Some of these related to varying 
demurrage penalties, ranging from one dol- 
lar to five dollars a car; while others re- 
lated to laws intended to secure preferences 
for local shippers against shippers in other 


states and against interstate shippers; to 
conflicting hours of service and safety ap- 
pliances laws; to laws reducing freight and 
passenger rates, and to regulation of rail- 
road securities. 

In one case, delay by a railroad com- 
mission, said he, cost the Southern Pacific 
$275,000, in an intended security offering. 
He also referred to attempts by states to 
exclude railroads not chartered therein from 
operation within their territory; and to the 
defiance shown by certain states for writs 
of injunction granted by federal courts re- 
straining the operations of state mandates, 

In conclusion, he said: “I trust that all 
hands will join in the inquiry proposed 
under the Newlands resolution and I am 
more than pleased that we here, today, are 
to help to bring order out of chaos. We 
should do for the railroads as fine a piece 
of constructive work as we have done for 
the banks. And it is just as patriotic to 
strive to solve the transportation problem 
as to serve our country on the battlefield.” 
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Have Good Eyes 


for a Lifetime 


At Bankers’ Desks; from the presi- 
dents to bookkeepers and stenog- 
raphers; in the tellers’ cages; there 
is close work; frequently under artificial light 
that puts an intense strain upon the Eyes. 

Neglect may mean serious Eye Trouble— 
impairment of vision—a loss of efficiency for 


no place in nature's ‘‘wise intents.’’ Nature 
never intended that eyes should wear out. 
Many Eye Troubles are serious only when 
neglected. A slight irritation, inflamation, 
itching, watering, or redness of the Eyes, 
usually requires only rest, care and a sooth- 
ing lotion for quick and permanent relief. 
Glasses should be a last— 
not a first—resort. Pike 
Merely keep your Eyes ad 


normal. ‘First aid to 


iG 
overworked Eyes’”’ is sup- TRIN 
plied by Murine Eye gists Bi 
Remedy. A handy bottle § 

and dropper should be in 

every desk. You will best 

appreciate its soothing, 

strengthening and healing 

properties from personal 


use. 7 
Murine was first com- 1 ae 
pounded by successful Occu- —~ 


lists for use in their private ONIC ; 
practice. Through its merits 
it has become the standard of 
Eye Remedy quality through- E 
out the world. 

All Druggists sell and recommend Murine Eye 
Remedy. 

Our “Book or THE Ere” mailed upon request. 


Murine Eye Remedy Co.—Chicago 
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in the daily tasks. i 

* Overwork, neglect and improper care have 
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ENGINEERS 
CHICAGO 


“THE GREATEST LITTLE BANK 
IN THE WORLD’”’ 


COMBINATION LOCK FEATURE FACE NUMERAL DIAL HOLDS 50 DIMES" 


This little bank (Pat. Aug. 31, 1915), together with our distribution plan which we give 


gratis, has built up the savings departments of hundreds of banks throughout the country. 
What it has done for others it will do for you. 


Eighty thousand of these Pocket Dime Banks are being used by one Chicago bank to 
eliminate waste in obtaining savings accounts with most remarkable success. 


A Chicago Banker writes:—‘* ‘We are much pleased with results obtained 
from the Combination Lock Dime Banks placed under your plan of distribution. 
We appreciate the service and co-operation of your company in the placing of 
alate and will take pleasure in recommending your proposition to others.” 

Another Banker, and this time in a small town of 2,500 population, writes: — 
***Of the five hundred (500) Lock Dime Banks which we ordered from you three 
months ago, nearly three hundred and fifty (350) are now out and working for us. 
We have found them a great help in obtaining new saving accounts, and have 
already opened one hundred (100) directly attributed to these banks.’ 

A New England Banker writes:—‘* ‘Everybody wants one, and in our 
opinion it is one of the best advertising mediums that we_ have ever distribu- 

, and is proving to many people an incentive tosave. Our Savings Depart- 
ment is receiving so many dimes through this source, that we are unable to 
get rid of them through the regular course of business, and are therefore 
obliged to express them to the United States Sub-Treasury; all of which shows 

that this method of advertising and bringing regular saving deposits into our 
Savings Department is eminently successful.’ 


The names of the bankers referred to above will be gladly 
given upon request. Likewise full information regarding the obtaining of new savings accounts 
at an extremely low cost and the elimination of waste in doing so. 


It is advisable that you write immediately for exclusive use in your city 


PARISIAN NOVELTY COMPANY 


141-151 W. 22nd St. Maker of High-class Advertising Specialties CHICAGO 


NATIONALIZED 1885 
National Bank of Tacoma 
52 Years 


: TACOMA, WASH. 
a National CHESTER THORNE, Chairman of Board 
R. S. STACY, Pres. STEPHEN APPLEBY, Cashier 
Bank G. S. LONG, Vice-Pres, D. A. YOUNG, Ass’t Cashier 
E. T. WILSON, Vice-Pres. R. RB. MATTISON, Ass’t Cashier 
OLDEST BANK IN TACOMA 


Capital, $1,000,000 Surplus, $170,000 
RESOURCES *PUNITED STATES DEPOSITORY 


4 : 
ns  $45,000,000,00 on eee 
inl i! ‘ 
ma ON 


WONT aE St 8 


Eh ae > ST. LOUIS , For om Service 
pig ‘a . y under 


Any Banking System 
F. 0. WATTS, President 

T. Wright, VicesPres. | D’AP.Cooke,Asst.Cash. 
R.S. Hawes, Vice-Pres, H. Haill, Asst. Cash. 


THE 
E. C. Stuart, Asst.Cash. ON 
WW. Smith, Vice-Pres. M.E. Salven, wi b CORN EXCHANGE 
P.K. Houston,Vice-Pres. Asst. Cash. , 
J. R. Cooke, Cashier W.C. Tompkins, Auditor. NAT'L BANK 


PHILADELPHIA 
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NGINEERS veers | 
CHICAGO 


Financiers \ Purchasers 
Engineers rh ey Contractors 
Operators Se @ 


of Public Utility and Industrial Properties 
REPORTS—VALUATIONS—ESTIMATES 
43 Exchange Place .......... New York 


London San Francisco Chicago 


Organized 1838 Nationalized 1865 


American Exchange National Bank 
New York 
Total Resources over $100,000,000 


LEWIS L. CLARKE, President A. + DeGUISCARD, Ass’t Cashier 
GEORGE C. HAIGH, Vice-President E. A. BENNETT, *Ass’t Cashier 
WALTER H. BENN ETT, Vice-President HUGH S. McCLURE, Ass’t Cashier 
ARTHUR P. LEE, Cashie WALTER B. TAL LMAN, Ass’t Cashier 


A commercial bank with ey rey for the care of its customers. | 





] MELLON NATIONAL BANK 


PITTSBURGH, PA. 
8-26 


Serving hundreds of correspondents in all parts of the country has 
given the officers of this bank experience which will enable them to 
serve your bank satisfactorily. Your Pittsburgh business is invited. 


RESOURCES OVER 70 MILLIONS 
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EXAMINATI 


? 
BYLLESB 
CONT’L & COM'L 


N AND REPORTS 


Ss 
& CO., ENGINEERS 


o 
Y 
BANK BLDG. : :, CHICAGO 


CITIZENS NATIONAL BANK 


CINCINNATI, OHIO 
UNITED STATES, CITY AND COUNTY DEPOSITORY 


CAPITAL - . $2,000,000.00 
SURPLUS and PROFITS _ 1,900,000.00 


G. P. GRIFFITH, Pres. W. A. IAN, Vice-Pres. EDWARD GOEPPER, Vice-Pres 

S. M. RICHARDSON, Cashier WM. . KNOX, Ass’t Cashier R C. SMITH, Ass’t Cashier 

Accounts of banks, bankers, corporations, firms, and individuals accepted on the most liberal terms consistent 

with modern and careful banking. Travelers’ letters of credit issued on Union of London and Smith’s Bank, 
Limited, London. Collections a specialty. 





SIXTH IN THE UNITED STATES 


1. Old Colony Trust Company of Boston was incorporated May 8th, 1890, and while 
it is not, comparatively speaking, an old banking institution, it holds a position in 

the public confidence of which its officers and directors are justly proud. 

With resources in excess of One Hundred and Twenty-five Million Dollars, it ranks 

as the sixth largest trust company in the United States. 


(la [olony rust [ompany 


s2 Tempce prace '7 COURT _— 222 BOYLSTON ST. 


Basta 





THE BANK OF OTTAWA 


ESTABLISHED 1874 HEAD OFFICE, OTTAWA, CANADA 





CAPITAL AUTHORIZED $5,000,000 
CAPITAL PAID-UP 4,000,000 
REST AND UNDIVIDED PROFITS 4,996,304 


This Bank is in a Position to Undertake any kind of Banking Business and has Special 
Facilities throughout the Dominion of Canada for the Collection of Commercial Paper 


NEW YORK AGENTS: BANK OF MONTREAL, NATIONAL BANK OF COMMERCE 





AUSTRALIA AND NEW | AND NEW ZEALAND. 


BANK OF NEW SOUTH WALES. 


(ESTABLISHED 1817). 
Paid-up Capital. - - - Hi, $17,500,000.00 


Reserve Fund - - aS 13,000,000.00 
Reserve Liability of Proprietors - - oh _17,500,000.00 
2 $48,000,000.00 


Aggregate Assets 30th Sept., 1915 $288,756,341 00 
? ’ ™ 
J. RUSSELL FRENCH, General Manager. ; 


344 BRANCHES and AGENCIES in the hestetlian State as, New Ze: lh ind, Fiji, Papua (New Guinea), and London. 
The Bank transacts every destription of Australian Banking Business. Wool and other Produce Credits arranged. 


Head Office: GEORGE STREET, SYDNEY. London Office: 29, THREADNEEDLE STREET, E. C. 
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Chartered by Conti- 
nental Congress 1781 


BANK OF NORTH AMERICA 


(NATIONAL BANK) 
PHILADELPHIA 


CAPITAL= = = = = = = $1,000,000.006 
SURPLUS AND PROFITS - - 2, 390, 000.00 
DEPOSITS, OVER = = = = 14, 600, 000.00 


wane? 2 MICHENER, President 
CHARLES H. HARDING, ee 

SAMU EL D. JORDAN, Cash 

WILLIAM J. MURPHY, Ast * Cashier 

RICHARD S. McKINLEY, Ass’t Cashier 

CHARLES M. PRINCE, Ass’t Cashier 


The Old 
in'America ~~ THE 


THE RALEIGH BANKING 


AND TRUST COMPANY 
RALEIGH, NORTH CAROLINA 


Successors to 
THE RALEIGH NATIONAL BANK, 1865-1885 
THE NATIONAL BANK OF RALEIGH, 1885-1905 


An Honorable Record for nearly 50 years. 
Send Us Your Collections. Prompt Ser- 
vice, Low Rates. 


CORRESPONDENCE SOLICITED 


| Central-State National Bank 


Memphis, Tennessee 


Capital and Surplus $1,000,000.00 


Our Service is Prompt and Efficient 
TEST IT 





B/L drafts and other collections on 
Memphis and vicinity a_ specialty 


DESIGNATED DEPOSITARY 
of the UNITED STATES 


First National Bank 
LOS ANGELES, CAL. 
CAPITAL . - - . : $1,500,000 
SURPLUS & UNDIVIDED PROFITS 2,235,000 


OFFICERS 


STODDARD — President 
E. D, ROBERTS, Vice-Pres. LF. & HAMMOND, Cashier 
JOHN P. BURKE, Vice-Pres. 5 C. WAY, Asa’t Cashier 
£. &. PAULY, Vice-Pres. &. W. COE, Aeas't Cashier 
JOHN S. CRAVENS. Vice-Pres. A. 8. JONES, Aes’t Cashier 


ENGINEERS 
:: CHICAGO 


The First National Bank 
OCILLA, GA. 


Capital Stock - - = $75,000.00 
Surplus and Profits - 34,000.00 


$109,000.00 
Deposits - - = = = 275,000.00 
OFFICERS 
-. J. PAULK, Pres. J. E. HOWELL, Vice-Pres. 
. H. JOHNSON, Cash. RAY CADWELL, A. Cash. 
We solicit your collections and business, and 
give prompt and careful attention. 


STATE AND COUNTY DEPOSITORY 


C. A. PRATT, President 
E. G. THOMPSON, Vice-Pres. 
B. P. KIDD, Vice-Pres. 


R. H. THOMPSON, Cashier 
W. B. KENNEDY, Ass't Cashier 
E. M. HARRINGTON, Ass't Cashier 


THE 


EXCHANGE NATIONAL BANK 


LITTLE ROCK, ARK. 


CAPITAL, Paid Up - - $ 300,000 
SURPLUS and Undivided Profits 245,000 
DEFOSIIS « « = »« 2,100,000 


We Solicit your Arkansas Collections, particularly 
your Little Rock Items. Correspondence Invited 


OWEN T. REEVES, Jr. 
MERRILL W ae DEN . 


PRESIDENT 

* VicE-PRESIDENT 
arabe SIDENT 
. _+ CASHIER 

. ; Ass’ T CASHIER 
. Ass’t CasHIER 
. Ass’? CasHIER 
. Ass’t CasHIER 


FREDERICK N. MERCER’ 
H Te P. GATES 

DA CHAMBERLIN 
GEORGE A.M ALCOLM 


The 
Drovers National 
Bank 








Union Stock Yards, Chicago 


Capital and Surplus 
$1,000,000.00 


Has the Same Facilities for Reserve Deposits 
as Any Other Chicago Bank 


To Banks and Bankers having more or less Live Stock 
Business, this Bank offers exceptional Advantages, 
and solicits correspondence as to terms and facilities 
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ENGINEERS 
» CHICAGO 





CHARTERED 1836 


GIRARD TRUST 


The First National COMPANY 


Bank of Chicago ‘+ PHILADELPHIA 


Acts as Executor, Administrator, Trustee, Assignee, 
and Receiver. _ Financial Agent for Individuals or 
Corporations. Interest allowed on Individual and 
Corporation Accounts. Acts as Trustee of Corpor- 


Welcomes and appreciates the 
accounts of banks and bankers. ation Mortgages. Depositary under plans of Reorg- 
- anization, Registrar and Transfer Agent. Assumes 
Its extensive clientele, develop- entire charge of Real Estate. Safes to Rent in 
: Burglar-Proof Vaults. 
ed during more than fifty years 
i 1 E. B. MORRIS, President 
of consistent, considerate ser- W. N. ELY, Ist Vice-President 
7 1 . A. A. JACKSON, 2d Vice-President 
vice, is splendid endorsement E. S. PAGE, 3d_ Vice-President 
=e ;EORGE_H. STUART, III, Treasurer 
of the agreeable and satisfac- . a 
tory relations maintained with 


SAMUEL W. MORRIS, Secretary 
JONATHAN M. STEERE, Trust Officer 
correspondents. 


LARDNER HOWELL, Real Estate Officer 


MANAGERS 


Capital and Surplus $20,000,000 


JAMES B. FORGAN, 
Chairman of Board. 


F.O. WETMORE, 
President. 


The 
Colorado National Bank 


Denver, Colorado 


UNITED STATES DEPOSITORY 


We invite your Denver Banking Account 


eee ke -$ 500,000 


Surplus and 
Undivided Profits . 1,500,000 


GEO. B. BERGER, Pres. 
HAROLD KOUNTZE, Vice Pres. 
and Chairman of the Board 
DENNIS SHEEDY, Vice Pres. 
WM. B. BERGER, Cashier 


T. R. FIELD, J. H. KOLB, K.H. WOODWARD 
Asst. Cashiers 





EFFINGHAM B. MORRIS 
JOHN A. BROWN, JR. 
JOHN B. GARRETT 
WILLIAM H. GAW 
FRANCIS I. GOWEN 
GEORGE H. M’FADDEN 
HENRY TATNALL 
ISAAC H. CLOTHIER 
ISRAEL W. MORRIS* 

C. HARTMAN KUHN 
THOS. DEWITT CUYLER 


JAMES SPEYER 
EDWARD J. BERWIND 
RANDAL MORGAN 
EDW. T. STOLESBURY 
CHAS. E INGERSOLL 
JOHN S. JENKS, JR. 
HENRY B. COXE 

E. C. FELTON 
WILLIAM T. ELLIOTT 
W. HINCLE SMITH 

B. DAWSON COLEMAN 


The Merchants: : 
) : National Bank 


Indianapolis, Indiana 


CAPITAL 


$1,000,000 


SURPLUS and UNDIVIDED PROFITS 


$1,100,000 carnep) 


O_N. FRENZEL, President 
J. P. FRENZEL, Vice-President 


New York, Foreign Letters of Credit OSCAR F. FRENZEL, Vice-President 
FRED’K FAHNLEY. Vice-President 


Our Collection Facilities are Excellent J. P. FRENZEL, Jr., Cashier 


E. SEUEL, Assistant Cashier 
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We furnish Kountze Brothers, 





sLouisville**} . . Jefferson 


aNewport**t ..Campbell 


Town and County 


~ CALIFORNIA 


sStockton**} S'n Joaquin WEBSTER, WEBSTER & 


on BLEWETT. 
KENTUCKY 


aCovington**t ... Kenton 


BURCH, PETERS & CON- 
NOLLY. General practice 

SNOW-CHURCH & CU. Legal 
Department. Practicein State 
and federal court. Desposi- 
tions taken before W.M. Sale 
Notary Public. Reference 
Any bank or trust company 
in Louisville, Kentucky. 

BURCH. PETERS & 
CONNOLLY. General prac- 


NORTH CAROLINA 


Elizabeth City**t W. A. WORTH. Successor to 
Pasquatauk | Worth & Pugh. 


eCincinnati**} Hamilton BURCH, PETERS & CON- 
NOLLY, First Nat’! Bk. Bldg 
Refer to Brighton German 
Bank Co. 


Report Name Taken from Rand McNally & Co.’s Bankers’ and Attorneys’ Directory List. 


County Seat. *Money Order Office. 


Some Facts About 


The Rand McNally 


Bankers’ Directory 


Is the most accurate and carefully edited publica- 
tion of its kind. (Write for our circular, ‘‘ More 
Testimony.’’) 


Is always the first Bank Directory on the market 
and is published nearer to the date of the infor- 
mation it contains than any other similar pub- 
lication. 


Has the largest paid circulation of any similar 
publication in America. 


Has the largest paid bank circulation of any pub- 
lication in America, of whatever kind. 


This circulation is increasing rapidly every year. 


Is the Official Directory for the State Bankers’ 
Associations of Ohio, Kansas, Montana and Ken- 
tucky. 


Is the Official Numbering Agent for The American 


Bankers Association. 


““A Reliable Book published by a Responsible 
House.” 


It costs the same? Why not get 
the Best ? 


Two Editions each year, January and July 
$6.00 the copy, delivered 


Is Your Order In? 


*Express Office 


aEaston**t .. North’pton 


sConway**t .. 
_Mullins**+ 


aDayton**t Columbia 


ENGINEERS 
CHICAGO 


COMMERCIAL ATTORNEYS 


ints ‘wl County 
PENNSYLVANIA 


KIRKPATRICK & 
WELL. 


SOUTH CAROLINA 
H. H. WOODWARD. 
HOYT MeMILLAN 


Horry 
Marion 


WASHINGTON 


ROY R. CAHILL 


Kennewick*®.. Benton MOULTON & JEFFREY 


NOVA SCOTIA 


Halifax*et ..... Halifax 


ALFRED WHITMAN, B.A.,, 
L.L.B., Barrister, Solicitor, 
and Notary Public, 8 Prince 
Street. Particular attention 
given to collections, mercan- 
tile and admiralty business. 
References by_ permission: 
Royal Bank of Canada, Hali- 
fax; A. and W. Smith & 
Co, Halifax, Nova Scotia; 
Knauth, Nachod & Kihne, 
Bankers, New York City and 
Leipzig, Germany; Elder & 
Whitman, Attorneys-at-Law, 
Pemberton Bildg., Boston, 
Mass. 


TtTelegrapb Station €State Capital 


Fourth National 
Bank 


Atlanta Georgia 


SATISFACTORY SERVICE 
ALWAYS 


$ 600,000.% 
1,050,000.% 


OFFICERS 


JAMES W. ENGLISH, - - President 
JOHN K. OTTLEY, - Vice-President 
CHARLES I. RYAN, Vice-Pres. and Cashier 
WM. T. PERKERSON, - + Asst. Cashier 
STEWART McGINTY, Asst. Cashier 
FRANK M. BERRY, Asst. Cashier 
HATTON B. ROGERS, Asst. Cashier 


Capital 


Surplus and 
Profits 


Correspondence Invited 


Advertise in THE RAND-McNALLY BANKERS’ MONTHLY. 





THE RAND-McNALLY BANKERS’ MONTHLY ADVERTISERS 


TERRA 
COTTA 
BANK 
FRONTS 





A? surface indications largely determine the 
judgement of the masses, it follows that a 


dignified and prosperous looking Bank like the one 
above would suggest substantial banking methods. 

The unusually pleasing appearance of this 
Chicago Bank has been obtained by building the 


entire exterior of Midland grey speckled granite 





terra cotta. 


MIDLAND TERRA COTTA CO. 


| 1515 LUMBER EXCHANGE BUILDING CHICAGO, ILL, 
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ENGINEERS | 
:: CHICAGO 





ALBERT T. BACON 


CERTIFIED PUBLIC ACCOUNTANT 


901 Continental and Commercial 208 South La Salle Street 
Bank Building CHICAGO 


Telephone Wabash 6616 





FIRST SAFETY ALWAYS 
ACCURATE, CONSERVATIVE, PROVABLE, GUARANTEED 


re 


CLEVELAND 
MILWAUKE ihoucFhomas; Go, New —— Bldg. 
Colby- ine Bldg. CINCINN 
ST.LOUIS 


First Natl i Bank Bldg. 
Pierce Bldg. INDIANAPOLIS 
DETROIT 3434 oe St. 
Buhl Block 


aC “APPRAISERS JENGINEERS- Seat Bldg. 


General | Offices: | 1124 to 1128 Wilson _Avenue, , Chicago 


PECOGNIZED AUTHORITIES ON PHYSICAL VALUES 





BAKER, VAWTER & WOLF 


ACCOUNTANTS AUDITORS 
ORGANIZATION ENGINEERS 


General Offices: Chicago-New York 


Offices in other principal cities 


THE BANK ADVERTISING 


that made 


A MILLION DOLLAR BANK 


Out of a Building and Loan Association 
It will boost your business. 
It will put ‘‘ginger’’ into it. 
It will make people think 
yours is the only bank. 
Aservice worth ten times its price, and then some 
Sold only by mail 


E. L. MILLER 


PERU - - - - INDIANA 


ARCHITECT 


BUILDER 


THE HOGGSON 
BUILDING METHOD 


A Single Contract and a guaranteed limit 
of cost for acomplete building operation. 
Write for Method Book 
HOGGSON BROTHERS 
485 Fifth Avenue, New York 
NEW YORK BOSTON NEW HAVEN 
CHICAGO ATLANTA 
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